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I. INTRODUCTION  
  
   Technology  innovation    and  communication  improvements  are  the  main  drivers  of  
globalization.  Due  to  the  previous  elements,  companies  can  be  present  in  many  different  
countries    and  operate  from  a  single  location.    
   These   advancements   have      enabled   companies   and   economies   to   have   greater  
interaction  in  multiple  countries.  Each  benefiting  from  competitive  advantages,  depending  
??? ?? ??????????? ???? ??????????? ??????????? ??????????? ??? ?????????? ??????????? ??????? ????
companies  continuously  search  for  market  opportunities  or  decisions  that  can  place  them  
in  a  better  competitive  position  compared  to  their  competitors.  
   This   is   exactly   the   case   of   the  U.S.  manufacturing.   Just   as   the  United   States   has  
always  beneficiated  from  a  large  domestic  market,  the  count?????????? ??????????????????
always   attracted   many   other   countries   marketing   efforts.   The   easiness   to   sell   product  
(very  low  duties  and  few  importing  restrictions)  has  attracted  many  foreign  companies  to  
enter   to   the   U.S.   market.  While   it   is   true   that   the   enhanced   competition   drove   prices  
down,    there  is  evidence  that  shows  that  American  companies  started  to  be  overtaken  by  
the  foreign  competitors  un  the  U.S.  marketplace.  
   ???????????????????????????????????????????????????????? ??????????????????????
centers,  its  companies  started  to  be  less  competitive  not  only  in  terms  of  price  compared  
to   Japanese   or   Korean   competitors,   but   also   its   productivity   remained   stagnant   for   a  
   considerable  period  of  time.  
?????? ????? ??????????? ?????? ???????? ??? ???? ???????? ??????? ???????? ???????? ?????????
market  opened  to  the  world.  Then,  the  U.S.  improved  their  diplomatic  relations  as  China  
was  an  enormous  unexploited  marked  which  could  represent  very  beneficial  opportunities  
to   foreign  economies.   Even   if   the  U.S.   started  with   a   considerable  disadvantage   against  
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other  economies  in  terms  of  diplomatic  relations,  the  Sino-­‐???????????????????????????????
long  to  consolidate.    
   Not  only  the  outcome  of  this  relation  was  quickly  evident  in  both  economies,  but  
????? ???????? ?????????????? ????????????? ????? ?????? ???? ????????? ????? ???? ??????
infrastructure  to  support  manufacturing  and  foreign  direct  investment  companies  started  
to   consider   moving   to   China.   As   a   consequence,   there   was   a   massive   offshoring   of  
American   companies   that   landed   in   China   in   order   to   take   advantage   of   those  
??????????????? ????? ??? ???? ?????????? ??????? ?????????? ??????????? ?????? ????????? ???
offshore   but   at   that   time,   not   offshoring   was   considered   a   drawback   for   achieving   a  
competitive  position  in  the  marketplace.    
   ??????????????????????????????????????????????? ???????? ??????? ???????????????????
At   the   same   time,   most   of   its   manufacturing   infrastructure   was   outsourced   overseas,  
losing  the  capacity  to  currently  produce  simple  products.    
After  2008  ,  when  the  economy  collapsed  the  U.S.  started  to  be  extremely  concerned  of  
the   enormous   amount   of   debt   that   year   after   year   was   accumulating.   After   analyzing  
thoroughly  the  situation  of  the  economy,  the  U.S,  realized  that  one  of  the  main  drivers  of  
that  debt  was  the  astonishing  trade  balance  deficit  with  China.    
   The  massive   imports   from  China  were  seriously  damaging  the  U.S.  economy.  The  
problem  was  that  the  U.S:  had  no  available  tools  to  respond  to  this  situation.  There  were  
two   possibilities   to   counterbalance   the   deficit,   export   more   or   import   less.   Slowly   the  
government   and   the   U.S.   manufacturing   realized   that   they   had   to   have   their  
manufacturing   back   in   order   to   ensure   the   U.S.   future   position   as   an   economic   leader.  
Also,  this  situation  also  coincided  with  the  increasing  costs  in  China.  
   I  order  to  react  to  this  situation  many  American  companies  considered  importing  
less.   As   a   consequence   companies   started   to   analyze   the   costs   to   bring   back   the  
production   to   the   United   State.   This   process   is   known   as   Reshoring.   In   other   words,  
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Reshoring  is  considered  the  action  to  take  back  the  production  or  services  to  the  original  
country  from  where  it  was  offshored.  
   Around   2009   some   pioneer   companies   started   to   consider   and   undergo   a  
reshoring   process,   a   great   example   is   GE   and   the   reshoring   of   their   water   heaters   in  
Louisville   ,   KY.   Since   the   initial   group   of   big   firms   considering   reshoring   many   other  
companies   have   joined   the   movement.   While   is   it   true   that   there   are   considerable  
challenges  when  analyzing  the  viability  of  bringing  back  the  production  to  the  U.S,  many  
opportunities  also  have  been  spotted.    
   The  reshoring  not  only  causes  the  reduction  of   imports  but  also  the  recuperation  
of   the  U.S.  manufacturing   infrastructure.   At   the   same   time,   reshoring   has   a  multiplying  
effect  affecting  the  whole  economic  system.  In  other  words,  it  directly  employs  workforce  
to  support  the  reshored  lines  but  also  boosts  the  economic  activity  around  the  company  
having  an  effect  on  suppliers  and  customers.  
   Currently,   reshoring   has   become   highly   supported   by   different   manufacturing  
????????????? ???????? ??? ??????? ?????????????? ????? ???? ??????????? ???????? ??? ?????? ????????? ???
??????????????????????????????????????????????????????????????????????????????????China  
and   the  U.S.   restricts   the  possibilities  of   the  U.S.   companies   to   remain   competitive.   For  
instance,  U.S.   companies  have   to  ensure   lean  environments   and  negotiate   lower  wages  
?????????????????????????????????????????????  
Moreover,   in  an   important  number  of  cases  companies  only  consider   the   reshoring  of  a  
?? ????????????????????????????????????????????? ???? ???????????? ?????????? ???????????
base.   This   situation   causes   relevant   logistic   problems   for   the   configuration   of   the   new  
reshored  supply  chain.  
On   the   other   hand,   many   opportunities   have   been   spotted   when   reshoring   a   product.  
Some   of   the   major   benefits   from   reshoring   are   the   following:   better   quality   achieved,  
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? ???????????????????????????????????????????????????????????????????????????????????????????  
???? ???????????????????????????????????????????  
Reshoring  is  still  a  very  recent  trend  and  its  long-­‐term  consequences  are  still  unknown.  At  
the   same   time,   there   are   not   a   considerable   number   of   studies   on   reshoring   which  
increases  the  uncertainty  of  its  future  effects  and  viability.    
This  project  aims  to  understand  the  actual  reason  of  reshoring,  its  current  impact,  as  well  
as  its  future  evolution  and  possible  consequences  on  the  U.S.  economy.  
  
More  precisely,  the  main  objectives  of  this  project    are  the  following:  
?   Observe  the  reshoring  trend  and  analyze  its  impact  
?   Analyze  the  different  challenges  of  reshoring  
?   Understand  the  future  evolution  of  reshoring    
                with  its  opportunities  and  hallenges.  
?   Study  some  actual  cases  of  reshoring  
? Understand  the  evolution  of  U.S.  and  China  relations  that  caused  such    
a  massive  offshoring.  
? The  consequences  of  offshoring.  
? Understand  the  actual  state  of  U.S.  manufacturing.  
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II. US ECONOMIC EVOLUTION  
  
1. GLOBALISATION  AND  NEED  FOR  OFFSHORING:  
1.1.  Globalization  
   U.S.  manufacturing  strategies  are  tightly  related  to  the  evolution  of  technology  and  
opportunities   in  new  markets.  While   it   is   true  that  globalization  and  the  speed   in  which  
technology  and  transportation  evolves,  has  caused  many  economies  to  open  to  the  rest  of  
the  world,  it  is  not  a  contemporary  behavior.  Surprisingly,  this  is  not  a  unique  or  new  way  
?????????????????????????????????????????????????? ??? ????? ?????????????????????????? ??????
long  time.  There  are  many  examples  such  as,   like  the  Silk  Road,  the  cultural  exchange  in  
the   Roman   or   Greek   empires   or   even   the   commercial   boost   that   occurred   in   Venice  
around  1250  BC.  
     Globalization  derives  from  the  word,  globalize,  which  refers  to  the  emergence  of  
an   international  network  of  social  and  economic  systems   (Online  Etymology  Dictionary).  
As     previously  mentioned,  this  social  and  commercial  exchange  already  existed  centuries  
before  our   current  ?????????????? ??????????????????th   century   that   the   term  started   to  be  
widely  used  and  when  large-­‐scale  globalization  really  began.  There  are  many  factors  that  
caused  this  acceleration,  but  the  following  are  the  ones  with  a  major  impact  
The  constant  improvement   in  technology  has  enabled  companies  to  communicate,  share  
information   or   even  make   business   decisions   around   the  world.   A   great   booster   of   this  
effect  is  the  internet.  Along  with  communication  improvement,  the  other  major  factor  is  
the  improved  transport.  Within  the  major  transportation  improvements  we  can  mention  
the  air-­‐travel,  being  more  affordable   for  companies  and  also  containerization.  Especially  
containerization   reduced   the   costs   of   inter-­‐modal   transport   which   provoked   the  
acceptance  of  many  companies  to  go  global.    
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   The   other  major   factors   are   not   directly   related   to   technology   but   to   legislation  
politics  and  governments  economic  decisions.   In  this  category  we  can  mention  the  WTO  
(World  Trade  Organization)  and  the  consequent  elimination  of  tariffs  and  quotas  creating  
a  controlled  scenario  of  free  trade  and  global  trade.    Along  with  that,  financial  system  also  
went  global  by  permitting  bank  branching  around  the  world,  credit  lines  and  global  bank  
agreements.   Finally,  economies  given  a   controlled   scenario  observed   the  opportunity  of  
new   consumers   and   new  markets   so   firms   started   to   exploit   gains   from   economies   of  
scale.  
  
2. OFFSHORING  
   As  previously  commented,  the  growth  of  communications  and  the   low-­‐cost  of   its  
infrastructure   in   order   to   ensure   this   reliable   connection   has   enabled   the  
telecommunication  and  Internet  expansion.  Along  with  the  digitization  of  processes,  it  all  
has  caused  the  shift  of  manufacturing  to   low-­‐cost  countries  seeking  for  cheap   labor  and  
less  regulation  which  implies   less  direct  cost  to  the  product.  This  practice  of  outsourcing  
operations  overseas  (or  from  one  country  to  another)  is  called  Offshoring.  
  
2.1. USA  and  the  origins  of  Offshoring    
   The  origins  of  U.S.  offshoring  are  also  related  to  many  historical  components  that  
finally   pushed   this   trend   to   the   limit.   Surprisingly,   the   well-­‐known   tight   American  
regulations   and   quality   standards   were   nowhere   to   be   seen   in   the   1800s.   American  
industry  and  products  were  a  copy  and  legacy  of  the  Colonial  America.  Their  shortage  of  
skilled  labor  provoked  a  shift  into  mass  production  methods,  which  implied  that  American  
products  outpriced  European  ones  and  U.S.  began  to  ship  them  to  Europe.  This  trend  was  
present  through  the  industrial  Revolution  and  especially  relevant  in  the  1900s  with  Henry  
??????? ???????????????? ??? ???? ??????? ???? ??? ?? ???????????   ??????? ???ovations   led   to  
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continuously   reduce   the  price  of   their   cars  and  also  gain   in  productivity.  Due   to   its  new  
position   Ford   started   to   build   factories   in   Europe   to   the   dismay   of   his   European  
competition.  
  
  
Image  1-­‐  Ford  Model  T  //  Source:  caranddriver.com  
  
   More   and  more   companies   joined   Ford   until   1960s  when   American   productivity  
became   stagnant.   During   this   period,   Japanese   companies   had   copied,   learned   and  
? ??????????????????????????????????????? ??????????????????????????????????????????????
more  affordable  products  than  the  ones  made  in  U.S.  During  the  next  three  decades  this  
trend  become  more  and  more  evident,  companies  started  to  close  plants  in  America  and  
started   to   relocate   them   in   Mexico.   Having   discovered   this   new   possibility   more  
RESHORING  
INTM  597        Special  project    
  
11  
  
companies   started   to   follow.   Later   on,   companies  discovered   that  moving   to  Asia   could  
???????????????????????????????? ??????????????????????????????????????????????  
   In  conclusion,  we  can  observe  that  offshoring  has  always  been  there,  in  one  form  
or  another  and  that  U.S.  has  undergone  through  a  lot  of  different  phases;  from  a  massive  
offshore   in   the   Colonial   America,   to   becoming   a   manufacturing   center   during   the  
industrial   revolution,   to   finally  move   to   an   again  massive   offshoring.  Moreover,  we   can  
observe  that  as  well  as  offshore  may  be  the  dominant  trend,  the  balance  can  be  shifted  if  
America  focuses  on  productivity,  better  design,  quality,  optimization  processes  and  more  
important  learning  from  some  of  its  competitors.    
  
2.2. Basis   of   Chinese   offshore   ?   Contemporary   Sino-­‐American  
relations1  
   Chinese-­‐U.S.   relations   (or   Sino-­‐American   relations)  have  been  always  multi-­‐faced  
and  with  a  lot  of  fluctuations  due  to  political  positioning  and  human  rights  related  issues.  
Even   the   existing   concerns   about   U.S.   perception   of   the   political   status   of   Taiwan,   the  
Tibet  or  other  political   concerns,   relations  between  both   countries   are  generally   stable.  
???????? ??????????????????????????????????????????????????????????????????????????????????
largest  economy  and  China   the  second   largest.  At   the   ??????? ????????????? ????????????
largest  population  and  U.S.  the  third  largest    (and  China  is  also  the  largest  foreign  creditor  
for  the  United  States).  Considering  the  previous  information  it  is  not  a  surprise  that  both  
countries   started   to   be   interested   in   establishing   commercial   relationships   and   conduct  
their  diplomatic  relation  towards  a  positive  and  beneficial  trend  for  both  countries.  
   The  contemporary  Chinese-­‐U.S.  relations  have  been  a  mere  casualty  or  caused  by  
war  strategic  alliances.  The  fact  that  caused  the  defrost  of  U.S  and  China  relations  was  on  
February   25,   1971,   when   President   Richard   Nixon   told   the   Congress   that   the   Sino-­‐
                                                                                                                    
1  Based  on  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
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??????????????????? ???????????????????????????  serious  indeed  in  view  of  the  fact  that  it  
determinates  our  relationship  w???????????????????????????????????????????????????????????
not  until  May  1973  that  The  Sino-­‐American  relationships  really  began,  with  the  creation  of  
the  United  States  Liaison  Office  in  Beijing  and  a  counterpart  PRC  office  in  Washington  DC,  
in  order  to  bui?????????????????????????????????????????????????? ??????????????????????????
1979;  the  United  States   transferred  diplomatic   recognition   from  Taipei   to  Beijing,  which  
caused  the  establishment  of  formal  embassies  in  Beijing  and  Washington  respectively,  by  
March   1979.   As   a   consequence,   in   1980,   high-­‐level   and   working-­‐level   contacts   were  
initiated,   establishing   the   start   of   contemporary   Sino-­‐American   trade   relations   and  
causing  the  apparition  of  offshoring  thanks  to  the  formalization  of  diplomatic  relationships  
and  regulations  between  both  countries.  
  
2.3. Settling  the  base-­‐  A  decade  after  19712  
   The   first   decade   after   the   emergence   of   Sino-­‐American   relation   after   a   long  
political   freeze,   important   changes   started   to   occur   between   both   countries   at   an  
unprecedented  speed.  A  clear  example  of  that  rapid  change  was  already  obvious  by  1972.  
???????????????????????????? ??????????????????????????????????????????????????????????????
common  to  the  next  three  decades  after  the  initiation  of  the  relation.  *The  first  economic  
changes   in   terms   of   legislation   or   trade   barriers   was   the   removal   of   the   restriction   on  
commerce  and  travel  between  the  US  and  China.  Moreover,  US  currency  controls  were  to  
be   relaxed,   allowing   American   organizations   to   remit   money   to   Chinese   citizens   or  
organizations  without  prior  Treasury  approval*.  Then  on  June  10,  President  Nixon  ended  
the  trade  embargo  that  was  an  enormous  barrier  for  trade  since  1950.    
   A   big   concern   on   Chinese   overture   to   the   international   trade   was   the   need   of  
credit   and   finance   their   operations   and   future   exports.   During   the   first   decade   Japan,  
??????????????????????????????????????????????????????????????????????????????????
                                                                                                                    
2  Based  on  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
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and  suppliers  of  scientific  or  technological  expertise.     These  were  the  first  countries  that  
had  direct  c??????? ???????????????????????????????? ??????????????????????????????????????
a  trade  agreement  conferring  Most  Favored  Nation  (MFN)  status  on  China.  This  strategic  
movement   exempted  Chinese   exports   to   the  United   States   from   the   high   tariff   rates   in  
most   of   the   products.   Even   so,   China   protected   their   market   by   building   up   defensive  
???????????? ????? ??????? ???????? ?????? ????? ????? ?????? ???????? ???? ????? ????????
awakening   could   have   been   even   more   abrupt,   if   China   could   have   entered   the   WTO  
before.  One  of  the  main  barriers  was  U.S.  Jackson-­‐Vanik  Amendment,  which  linked  trade  
benefits  with  human  rights  policies  that  China  did  not  comply.    
   Once,  having  observed  the  main  political  and  legislative  key  points  that  lead  to  the  
foundations  of  U.S-­‐China  relations  we  will  observe  how  did  the  relation  progress  in  terms  
of  imports  and  exports  and  percentage  of  trade.  
   We  can  see  comparing  both  tables  that  their  relation  started  to  boost  really  fast.  
We  can  observe  a  continued  growth  but  always  remaining  at  low  levels,  for  instance,  U.S.  
???????????????????????????????????????????????????????????????????????????????????????????
trade.   It   is   important  to  realize  though,  that  by  the  end  of  the  decade  the  total  business  
conducted  between  both  countries  was  doubling  each  year.  
  
Tables:  3    
   The  following  tables  show  the  evolution  of  Sino-­‐American  trade  from  1971  to  
1980.  The  first  table  is  according  to  U.S.  figures  and  the  second  one  according  to  Chinese  
figures.  
                                                                                                                    
3  the  following  tables  are  from  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
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2.4. Chinese  modernization:  
   During  this  period  China  went  through  a  modernization  strategic  plan   in  order  to  
achieve  a  better  international  trade  position  and  be  more  competitive.  China  focused  on  
four  main   domains:   agriculture,   science   and   technology,   and   the  military   raw  materials  
(iron   and   steel).      During   this   period   China   imported   from   the   U.S.   mainly   cereals,   raw  
textile   fibers,  machinery,   fertilizers  and  vegetable  oils  and   fats.  At   the   same   time,  China  
exported   to   the   U.S.   feathers,   cotton   fabrics,   basketwork,   fireworks,   pig   bristles,   and  
various  kinds  of  mats4.  Even   if  China  needed  to  form  its  own   industrial  core,  there  were  
first  some  basic  needs  to  be  covered.  Moreover,  U.S.  still  had  restrictions  on  technology  
and  equipment  which  slowed  down  Chinese  recovery.  
  
2.5. The  second  decade-­‐  Economic  expansion  
   This  decade   stands   for   the   acceleration  of   the  exchange  of   goods  between  both  
????????????????????????????????????????????????????????????????????????????????????????????
??? ?????? ??????? ??????? ????? ???????? ??? ??????? ????? ??????? ???????? ?????? ???????? ????????
partner,  after   Japan  and  Hong  Kong   (still  a  British  colony  at   that   time).  One  of  the  main  
catalyzer   of   Chinese   expansion   was   in   1979,   when   Deng   Xiaoping   established   the  
economic  and  development  plans  of  the  country.  This  method  was  one  of  the  main  drivers  
of  Chinese  quick  revival  and  economic  and  technological  development.  The  new  policies  
encouraged   the   proliferation   of   village   and   townships   enterprises,   and   government  
started   to   loosen   control   over   state-­‐owned   enterprises,   while   permitting   companies   to  
diversify   their   industrial   production   as   well   as   to   expand  market   outlets.   As   China   was  
more  open  to  international  trade,  it  started  to  be  aware  of  the  importance  of  productivity  
and   competiveness,   so   they   realized   that   labor   structures   at   that   time   were   not  
satisfactory.  As  a   consequence,  government   started   to  give  more   freedom   in  hiring  and  
firing  staff.    
                                                                                                                    
4  Source:  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell.  
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Image  2-­‐  Deng  Xiaoping  in  Time  magazine  Source:msmonterossosfacebookpage.wikispaces.com  
  
   Chinese  expansion  implied  as  we  previously  commented,  an  internal  restructuring.  
Even  the  great  efforts  China  needed  a  bridge  to  step  out   into  the  international  trade.  At  
that  point  Honk  Kong  played  a   fundamental   role.   Firstly,   China   took  advantage  of  Honk  
?????????????????????????????????????????????????????????????????????????  sign  export-­‐
processing   contracts  with   businesses   in   the   newly   established   industrial   zones   in   Fujian  
and  Guangdong.    
   This   strategy   already   proved   successful   by   the   mid-­‐1980s,   when   companies  
engaged   in   direct   export   and   import   had   increased   dramatically,   and   the   central  
government   relaxed   controls   over   local   agencies   and   focused   on   revenue-­‐creation  
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strategies.  Moreover,  the  government  offered  tax  incentives  to  both  domestic  and  foreign  
investors,   which   completely   transformed   Chinese   littoral.*these   dual   trade   reforms  
????????? ??????????????????????????????????????????? ??????????????????????????????????
????????????????????????????????????????????????????????????????????????????????????? ????
tripled  from  20.6  billion  USD  in  1978  to  60.2  billion  USD  in  1985  (Lee  and  Lo  1988).  This  
acceleration  started  to  have  some  impact  on  the  relation  between  U.S.  and  China,  as  the  
trade  between  nations  almost  sevenfolded.  
U.S.  Imports  -­‐  Changing  
     In   terms  of   imported  products  China   also   changed   the   trend   compared  with   the  
1970s.  More  precisely,  China  reduced  the  imports  on  iron  and  steel  for  military  purposes  
and  started  to  pay  attention  to  its  expanding  industrialization.  As  a  consequence  some  of  
the   main   imported   products   were   grain,   chemicals   and   industrial   raw   materials.   An  
important  change  in  this  period  is  the  liberalization  of  controls  over  American  exports  of  
advanced   technology   to   China.   5In   1980,   such   exports   to   China   were   reassigned   from  
category   Y   (the  Warsaw  Treaty   countries)   to   category   P   (new  US   trading   partners),   and  
then,  under  Regan  administration  in  1983  category  V  (American  allies)  was  assigned.    
   This  big  change  within  the  relation  boosted  and  diversified  Chinese  imports.  More  
precisely,   Chinese   imports   included   grain,   chemicals,   fertilizers,   instruments   and  
??????????????? ??????????? ????? ????????? ???? ????????? ???????? ??? ??????? ?????? ????
second  half  of  the  decade  that  advanced  technology  products  started  to  enter  to  China.  
On   the   other   hand,   U.S.      imports   from   China,   were   mainly   textiles   and   clothing.   The  
relation   started   to   be   more   prolific   and   the   United   Stated   became   the   third   largest  
investor  in  China  after  Macau  and  Hong  Kong  by  1985.  
   It   was   during   this   period   that   the   basis   of   the   problematic   exodus   of   American  
manufacturing   initiated.   Following   the   Chinese   economic   reforms,   US   companies  
manufacturing   consumer   goods   were   more   and   more   attracted   to   Chinese   new   and  
                                                                                                                    
5  Source:  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
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attractive  economic  environment.  In  order  to  establish  in  China  the  first  step  to  take  was  
to  set  up  joint  ventures  with  a  Chinese  company  or  government  agency.  Some  examples  
of  these  first-­‐attracted  companies  are  Heinz,  Coca-­‐Cola,  General  Foods,  Pepsi-­‐Cola,  Kodak,  
AT&T  and  American  Express  among  others.  Most  of  those  companies  went  to  China  not  
for  a  short  period  of  time  but  with  clear   intentions  to  stay  for  a   long  time.  For   instance,  
Coca-­‐Cola  opened  four  operative  plants  in  China  ,  but  by  2000  Coca-­‐Cola  had  invested  1.2  
billion  USD  in  23  plants,  accounting  for  70  percent  of  China???????????????????????? ?????.6  
2.6. The  turning  point6  
   Until  the  mid-­‐1980s  the  relation  had  been  beneficial  for  both  countries  but  at  that  
point  many   concerns   rose   and   statistical   analysis   started   to   be   done   on   both   sides.   By  
1983  China   claimed  a  1.5  billion   trade  deficit  whereas  US  officials   insisted   that   it  was   a  
two-­‐way  trade  balanced  relation  at  3  billion  USD  for  each  side.  These  Chinese  claims  were  
regarded   as   negotiation   techniques   in   order   to   get   better   conditions   or   to   loosen  
restrictions   on   US   textile   industry   for   example.   This   situation   of   uncertainty   reached   a  
tipping   point  where   the   balance   started   to   lean   towards   one   side,   a   situation   that  will  
remain  the  same  for  a  very  long  time.  More  precisely,  in  1986  there  was  a  1.67  billion  USD  
trade  deficit  against  the  US  a  considerable  increase  compared  with  the  previous  year  with  
a   trade   deficit   against   the   US   of   9.9   million   USD(US   figures).   Surprisingly,   the   Chinese  
figures  for  1986  showed  more  than  1  billion  USD  deficit  against  the  PRC.  We  can  observe  
in  the  following  tables  the  discrepancy  in  numbers  between  nations:  
  
TABLES:  7  
   The   following   tables   show   the   evolution   of   Sino-­‐American   trade   from   1981   to  
1990.  The  first  table  is  according  to  U.S.  figures  and  the  second  one  according  to  Chinese  
figures.  
                                                                                                                    
6  This  section  is  based  on  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
7  Source:  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
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   This  big  statistical  difference  brought  a  lot  of  concern  in  the  relations  and  friction.  
The  main  source  of  discrepancy  among  the  different  way  of  accounting   the  exports  and  
imports   is   because   of   Hong   Kong   and   US   restrictions.   US   claimed   that   China   was   re-­‐
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exporting   to   and   from   China   via   Hong   Kong.     More   precisely,   In   1986   the   US   was   the  
leading  export  market  for  Hong  Kong  with  about  7.8  billion  USD  worth  of  exports,  and  was  
???????????????????-­‐largest  re-­‐?????????????????????????????????????????????????????????
imports.    
   The  role  of  Hong  Kong  in  the  statistics  and  its  re-­‐exports  created  the  confrontation  
between   both   nations.   Even   so,   China   accepted   the   origin   of   the   goods   as   theirs   but  
argued  that  40   to  100  per   cent  appreciation  of   these  goods  accrued   through   re-­‐exports  
???????? ???? ????? ?????????? ??? ????????? ??? ???????? ??????? ? ?????? ??? ???? ???? ????? ???
there  was  friction  because  of  the  statistics  both  parties  accepted  the  beneficial  outcome  
of  the  relation,  as  the  relation  had  shown  an  average  growth  rate  of  44  per  cent  per  year  (  
Shi   1985).   By   the   end   of   the   decade   (already   Bush   administration),      American   direct  
investment   in   China   stood   at   284   million   USD,   and   an   estimated   100,000   American  
manufacturing  jobs  were  dependent  on  exports  to  China.  Moreover,  China  started  to  play  
a  role  in  the  US  Treasury  notes  and  bond  market.  
  
2.7. 1990-­‐2009  The  new  China  and  U.S.  relationship  
   Within  this  same  period  there  are  two  main  remarkable  parts:  from  1990-­‐2001  and  
2002-­‐2009.  The  main  element  that  differentiates  these  two  periods  following  the  collapse  
of  the  Soviet  Union  is  the  entrance  of  China  in  the  WTO  in  2001.  Even  this  is  a  period  of  
growth   for   the   relation   it   is   also   a   very   volatile   and   unstable   period.   The   collapse   and  
disappearance  of  the  Soviet  Union  threat   implied  that  the  strategic  ties  between  US  and  
China   in  order  to  contrast  the  Soviet  Union   influence  were  not  necessary  anymore.  As  a  
consequence   the   relation   between   both   nations   was   now   based   on   unstable   political  
decisions.    
   During  this  period,  China  becomes  the  second-­‐largest  economy  of  the  world  after  
US,  becoming  US  second  trading  partner  after  Canada.  In  terms  of  exports  and  imports  the  
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situation   had   changed   a   lot   US   exported   a   mix   of   raw   materials   and   sophisticated  
technology   (electrical   machinery   and   equipment,   aircraft   and   spacecraft,   optics   and  
medical   equipment).   On   the   other   hand,   China   supplied   the  US   not   only  with   toys   and  
other   basic   element   like   footwear   or   plastics   but   also   with   electric   machinery,   power  
generation  equipment,  vehicles  and  vehicle  parts.  
   A   brief   overview  of   the   situation   in   this   last   period   shows   the   evolution  of   both  
markets  and  the  internal  evolution  of  the  relation  during  the  period.  Both  parties  started  
to  play  a  fundamental  role  in  the  relation  by  representing  a  continued  increase  of  the  per  
cent  of  total  trade.    
TABLES:  8    
   The   following   tables   show   the   evolution   of   Sino-­‐American   trade   from   1991   to  
2009.  The  first  table  is  according  to  U.S.  figures  and  the  second  one  according  to  Chinese  
figures.  
  
  
  
  
  
  
  
                                                                                                                    
8  Source:  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell.  
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   During  the  1990s  China  was  the  fastest-­‐growing  export  market  for  American  firms.  
American  exports  went  from  6.3  billion  USD  in  1991  to  55.2  billion  USD  in  2006.  During  the  
previously  mentioned  period  American  exports  to  China  rose  around  238  per  cent  while  
its  international  exports  increased  by  only  32.6  per  cent.    Even  this  rapid  growth  according  
to  American  figures  the  US  trade  deficit  with  China,  went  from  33.8  billion  USD  in  1995  to  
266.3  USD  in  2008.  Even  if  exports  increased  to  China,  US  global  exports  fell  by  8  per  cent  
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in  1999,  and  US  imports  from  China  increased  22.3  in  2000  and  22.4  per  cent  increase  in  
2002.  
   In  the  space  of  30  years,  China  has  undergone  enormous  changes  for   instance  in  
2005  was  already  the  third-­‐largest  trading  nation  after  the  United  States  and  Germany.  In  
????????????????????????????????????????????????????????????????????????????????????????????
amount  of  1.4  trillion  USD.  The  entrance  of  the  WTO  supposed  the  last  abrupt  growth  in  
trading  goods  of  both  partners.  Clear  evidence  is  that  American  exports  to  China  increased  
by  81  percent  in  the  three  years  after  China  joined  the  WTO  but  also  imports  rose  by  92  
per  cent.  
   After   the   entrance   to   the   WTO,   China   had   to   restructure   a   great   part   of   its  
industrial  sector,  reduce  tariffs  and  free  markets.  These  changes  attracted  the  attention  of  
investors  and  procured  a  solid  base  for  companies  to  establish  in  China  and  offshore.    
   The   first   sector   to   notice   the   entrance   of   China   in   the   WTO   is   the   automobile  
sector.  More  precisely,  in  2003  about  43,000  Chinese-­‐made  vehicles  were  exported,  a  96  
per  cent  from  the  previous  year.  The  major  developments  from  1991  to  2009  suggest  that  
economic  relations  between  China  and  the  United  States  have  continued  to  expand  and  
deepen  despite   the   lack  of   a   stable  political   foundation.   In  only   two  decades  China  has  
flooded  the  US  market  with  Chinese  products,  but  at  the  same  time  American  companies  
like  Coca-­‐?????? ?????????????? ???????????????????????????????????????????????????????9  
   Even   so,   their   mutual   influence   and   exchange   in   this   relation   is???? ??????????
balanced   at   all.   In   the   1980   the   US   federal   budget   deficit   soared,   savings   regularly  
exceeded   investment,  and  the  foreign  trade  balance  moved  deeply   into  the  red,  causing  
the  need   to  borrow  money   very   frequently.   This   tendency   just  became  more  and  more  
evident.   Some   of   the   major   causes   that   experts   consider   is   the   job   losses   in   the   US  
manufacturing  sector  and  the  difficulties  that  the  US  export  encounter  in  some  countries  
                                                                                                                    
9  Source:  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
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and  most  important  in  China.  Actually,  the  US  trade  deficit  with  China  I  2005  and  2006  was  
?????????????????????????????????????????? ??????????????????????????????????????????????10  
   Another   important   cause   of   US   current   situation   is   the   shift   of   importance   that  
East  Asia  has  undergone  from  1997  to  2006.  This  shift  is  because  that  China  boosted  also  
???? ?????? ?????? ?????????? ?????????? ?????????? ???? ??????? ??? ???????????? ??? ??????
manufacturing   and   direct   investment   from   the   US   to   China.   Finally,   China   is   not   only  
crucial  for  its  mainland  manufacturing  base  but  for  the  fast-­‐growing  market  that  offers  a  
wide  base  of  new  customers  with  more  and  more  acquisitive  power.  
  
  
  
  
Image  3-­‐  Flag  of  Qing  dinasty    
Source:  Wikipedia.org  
  
                                                                                                                    
10  Source:  the  Journal  of  Current  Chinese  Affairs,  Wang  Dong  2010,  China  Aktuell  
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III. CONSEQUENCES OF OFFSHORING AND 
EVOUTION OF AMERICAN 
MANUFACTURING 
 
1. ACTUAL  SITUATION  OF  AMERICAN  MANUFACTURING  
  
1.1. Overview    
   Since   2000   more   and   more   companies   became   aware   of   the   new   market  
possibilities   that   were   beginning   to   open   around   the   world   and   they   started   seriously  
considering  the  offshore  of  some  or  the  majority  of   its  products.  The  stagnant  American  
productivity  had  to  react  against  the  constant  Japanese  improvement  and  other  countries  
in  Asia  that  were  threatening  the  American  manufacturing  sector.  
     As   a   consequence,   instead   of   focusing   on   continuous   improvement   or   lean  
manufacturing  the  more  popular  option  was  to  seek  lower  production  costs  in  order  to  be  
more  competitive.  The  fact  is  that  many  companies  had  no  experience  on  going  overseas  
and   the   t????? ????? ??? ???? ????????? ??? ?????? ??????? ???????????? ???? ??? ????? ????? ???
experience   in   this   kind   of   operations,   the   American   companies   took   advantage   of   the  
NAFTA  agreement  and  initially  settled  in  Mexico.  This  intermediate  operation  enabled  the  
American  ??????????????????????????????????????????????????????????????????????????????
initially  considered.  This  whole  situation  changed  when  Sino-­‐American  relations  started  to  
improve  and  China  entered  the  WTO  in  2001.  An  enormous  market  opened  with  a  lot  of  
possibilities  and  also  with  fewer  restrictions  for  direct  investment,  than  other  developing  
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????????????????? ??????????????????????????????????????????????????????????????????????????????
give  the  same  tools  and  conditions  to  companies  to  settle  there.    
  
1.2. Offshoring  to  China  
Introduction  
   Since  Sino-­‐American  relations  started  to  consolidate,  companies  massively  started  
to   settle   in   China.   This   operation   was   regarded   as   beneficial   for   the   American  
manufacturing   and   society   as   it   was   considered   that   poverty   was   being   reduced   in  
America   because   consumers   had   now   access   to   cheaper   goods   while   companies   were  
achieving   higher   revenues.   At   the   same   time,   this   extremely   popular   tendency   created  
?????????????????????????????????????????????????????????????????????????????dered  the  
operation   in   a   total   cost   consideration,   the   labor   environment   that   they   would   find  
overseas,  legislation,  culture  and  other    risks  involved  in  the  operation.  
   ?????? ????? ????????? ???????? ???? ?????????????   had   massively   fled   the   country.  
Companies  started  to  offshore  significantly.     The  generous  revenues  that  the  majority  of  
companies   reported  at   first,   convinced  to   the   remaining  companies   that   it  was   the  next  
big  step  in  the  sector  and  not  going  for  it  was  to  dismiss  a  once  in  the  lifetime  opportunity.  
As   a   consequence,   U.S.   started   to   lose   competitiveness   and   manufacturing   basic  
competences  because  they  were  now  settled  in  China  or  overseas.    Once,  the  economist  
and  manufacturing  representatives  started  to  realize  that  if  the  total  cost  of  the  operation  
was  entirely  considered  the  revenues  were  not  at  all   that  beneficial   for  the  company  as  
initially   stated.      This   major   decision   seriously   affected   American   economy   as   we   will  
observe  in  the  following  chapter  and  also  its  manufacturing  structure.  
   No??????????????????????????????????????????????????????????????????????????????
necessary  good-­‐paying  jobs  in  the  globally  competitive  tradable  sectors  necessary  for  the  
United  States  to  regain  prosperity.    
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1.3. Consequences  of  Offshoring  
  
Initial  consequences  ?  WHY  CHANGE?  
   Even   if   the   process   was   quite   fast,   it   did   follow   a   progressive   pattern   in   its  
development.   Not   all   the   sectors   saw,   at   first,   moving   the   production   to   China   or  
Offshoring  as  a  good  decision  for  their  company  or  sector.  The  first  sectors  that  offshored  
to   China   were   the   ones   that   were   involved   in   basic   commodities.   One   of   the   initial  
misconceptions  was  to  dismiss  the  manufacture  of  commodity  products  because  it  were  
basic  and  were  very  labor-­‐intensive.  Sadly,  this  decision  has  had  important  consequences  
in   the   competitiveness   of   the   American   manufacturing.   More   precisely,   some   experts  
considered  the  manufacture  of  commodity  product  as  too  low-­‐tech  to  merit  a  place  in  the  
??????????????????????????????????????????????????????????????????????????d  of  industries  
turned  out  thousands  of  items  every  week,  high  automated  and  equipped  with  advanced  
supply   chain   software   networks   and   skilled   workers.   In   other   words,   the   products  
manufactured  may  be  low-­‐tech  but  the  processes  involved  in  producing  them  for  billions  
???????????11  
     In  the  following  example  we  can  observe  the  consequences  of  this  initial  decision  
in  this  case  affecting  the  offer  and  possibilities  of  the  United  States  Manufacturing  sector.  
This  fact  can  be  easily  represented  in  2012  speech  of  Tim  Cook,  Apple  CEO,  who  currently,  
???????? ???????? ???????????? ?????? ???????? ???????????? ????????????????????????? ???????
asked  whether  his   company  would  bring  manufacturing  back   to   the  U.S.   from  China  he  
??????????????????????? ??????????????????????????ny  tool-­‐and-­‐die  makers  do  you  know  
???????????????????????????????????????????????????????????????? ?????????????????????????
??????? ???? ????? ??????? ?????? ????-­‐and-­‐die   maker   come   to   this   room   tonight?   And   we  
                                                                                                                    
11  the  state  of  American  Manufacturing,  Richard  McCorack,  pg.19  
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????????? ????? ???? ?????? ??? ??????? ?????????? ????? several   cities   to   fill   with   tool-­‐and-­‐die  
????????12  
   These  situations  represent  perfectly  the  loss  of  competitiveness  and  possibilities  of  
American   manufacturing   due   to   the   massive   offshoring   that   this   sector   suffered.  
??????????????????????????????? ????better  for  the  companies  who  stayed,  as  since  China  
was  becoming  more  capable  of  entering  into  new  high-­‐tech  sectors  and  was  consolidating  
its   manufacturing   basis,   constant   subsidies   from   the   Chinese   government   into   these  
sector  unbalanced  the  fair  competition,  causing  American  companies  to  lose  market  share  
and  end  up  closing  their  factories.  A  good  example  is  the  global  production  of  crystalline  
sola  photovoltaic  (PV)  cells,  a  technology  that  U.S.  invented,  but  currently  it  only  accounts  
for  only  a  1.5  pe?????????????????????????????????????????????????????????????????????? ??  
that  same  year  was  64  percent  (supported  by  strong  government  subsidies).  
   In   conclusion,   the   initial   decision   of   many   companies   supported   by   numerous  
economists  started  to  be  called  into  question.  The  fact  that  the  United  States  considered  
?????????????????????????????????????-­‐?????????????????????????????????????????????????
the  country  has  lost  the  capability  to  make  the  highest-­‐???????????????????????????????????
highlight   that   the   United   States   became   a   superpower   because   of   its   embrace   of   all  
manufacturing,  surprisingly,  China  has  become  a  world  power  by  following  a  similar  path.  
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2. THE  LOSS  OF  MANUFACTURING  COPETITIVENESS      
  
2.1. Job  loss  
   Even   if   many   economic   incentives   and   fiscal   policies   were   established   by   the  
government  in  order  to  boost  manufacturing  in  the  U.S.,  including  tax  holydays,  legislation  
reforms   and   giving   borrowed   money   to   consumers,   it   only   caused   an   increase   of  
purchases  of  overseas  products.     Nothing   impeded   the   American  manufacturing   to   lose  
more  and  more  industries  overseas.  Since  2001,  63,300  factories  have  been  shuttered  in  
the  United  States.13  
   We  could  think  that  this  data  could  be  influenced  by  demographic  changes,   if  we  
observe   those   changes,   from  2000   to  2012   the  U.S.   population   increased  by  33  million,  
from  281  million  to  314  million.  Considering  this  data  the  logical  consequence  would  be  an  
increase  of   jobs  available  within  the  same  period  accordingly  to  that  population  surplus.  
Nevertheless,  this  was  not  the  case  as  at  the  end  of  2012  there  were  134.7  million  payroll  
jobs  in  the  United  States,  3.4  million  fewer  than  in  2007.    
   This  exodus  proved  that  many  of  the  products  that  were  previously  produced  by  
American  companies  in  the  United  States,  now  were  produced  overseas,  skyrocketing  the  
imports   and   directly   affecting   the   trade   balance   by   increasing  more   and  more   the   U.S.  
deficit   and   consequently,   the   debt.   As   imports   soared,   the   employment   in   the   U.S.  
manufacturing   sector   experienced   its   largest   decline   in   the   history   of   the   country,  
dropping  from  17  million  jobs  in  2001  to  12  million  jobs  in  2009.  By  contrast,  the  Chinese  
state  of  manufacturing  was  undergoing  a  completely  different  reality  during  that  period.  
From  2001  to  2008,  the  manufacturing  jobs  in  China  grew  by  14.1  million  to  115.7  million.    
   If  we  translate  the  imports  increase  into  manufacturing  jobs  loss,  in  2012  the  U.S.  
trade   deficit   with   China   reached   $315   billion,   almost   $1   billion   per   day,   the   most  
important  trade  imbalance  between  two  countries  in  all  history.  A  calculation  based  on  a  
                                                                                                                    
13  (the  state  of  American  Manufacturing,  Richard  McCorack,  pg.17)  
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conservative   estimate   of   $1   billion   equaling   5,000   jobs,   a   ratio   of   one   job   for   every  
$200,000  of  GDP,  puts  the  cost  to  the  United  States  of  its  $863  million  daily  trade  deficit  
with  China  at  4,315  jobs  per  day  in  2013.14  
Looking  ahead  
   Continuing  with  the  collected  data,  in  January  2008,  U.S.  manufacturing  jobs  fell  to  
the  lowest  recorded  level  since  1941,  with  11,458,000  Americans  employed  in  this  sector.  
?????????????????????????????????????????????????????manufacturing  employment  increased  
by  527,000  jobs,  to  11,985,000,  an  average  of  17,112  new  manufacturing  jobs  per  month.  
This  increase  only  represented  an  approximate  10  percent  of  the  manufacturing  jobs  lost  
since   2000.   If   we   consider   this   recovering   tendency,   the   6  million   jobs   lost   since   2001  
?????????????????????????????????15  
   Even  if  there  is  a  slight  sign  of  possible  slow  recovery,  this  current  situation  leaves  
the  American  manufacturing  unprotected  and  progressively  less  competitive.  Meanwhile,  
the  economy  is  supported  by  the  service  sector.  By  contrast,  regarding  this  situation  many  
?????????????????????????????????????????????????????????????????????????????????????????
it,  and  that  without  a  manufacturing  base  the  service  economy  has  little  to  serve.    
  
2.2. Trade  Deficit  and  Imports  Evolution  
General  
   Having  observed  the  general  overview  of  the  state  of   the  U.S.  manufacturing  we  
will   focus  on   the   trade  deficit   and   the  evolution  of   imports   and  exports  directly   related  
with   this   manufacturing   exodus.   When   companies   started   to   massively   offshore  
production  overseas,  at  the  same  time,  they  eliminated  millions  of  U.S.  jobs  over  the  past  
???????????????????????????????????????????????????????????????????????????????????????
                                                                                                                    
14  (the  state  of  American  Manufacturing,  Richard  McCorack,  pg.29,30)  
15  (the  state  of  American  Manufacturing,  Richard  McCorack,  pg.30  
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?????? ????????????????????? ????????? ??   rely  on   imported  products,   that  were   flooding  
the  market.  
     As  a  consequence,  consumers  purchased  more  and  more  offshored  products  and  
by  doing  so,  imports  skyrocketed.     The  federal  budged  not  only   lost   its  tax  base  but  also  
for   the   period   2002   through   2012,   federal   budget   deficits   totaled   $8.567   trillion,   rising  
from  an   annual   deficit   of   $158   billion   in   2002   to   $1.33   billion   in  2011.   As   this   situation  
continued,  trade  deficit   in  goods  and  services  kept  on  soaring.  Between  2000  and  2012,  
the  United  States  imported  $7.08  trillion  more  than  it  exported.16  
   In  order  to  gain  competitiveness  in  terms  of  exports,  the  U.S.  dollar  depreciated  by  
27  percent  but  even  so,  the  trade  deficit  continued  to  increase  rapidly.    
   In  fact  there  are  not  many  measures  of  a  countr????????????????????????????????????
except   from   the   trade  balance,  where   the  difference   in   value  of   imports   and  exports   is  
represented.   The   total   U.S.   imports   of   goods   and   services   in   2012  were   $2.736   trillion,  
which  represented  a  17.3  percent  of  U.S.  GDP  of  $15.83  trillion.  Dividing  the  total  imports  
by  the  U.S.  population   in  2012  of  315  million  equals  $23.81  per  day  of   imported  foreign  
?????????????????????????????????????? ?????????????????????????????????????????????????????
expresses  the  degree  in  which  the  American  society  rely  on  imported  goods  and  also  the  
weakness  of  U.S.  manufacturing.  
   An  important  factor  that  contributes  to  the  massive  amount  of  imported  products  
in   the   American  market   is   the   easiness   to   export   to   the  United   States.  More   precisely,  
while  U.S.  exporters  face  high  tariffs  on  the  goods  they  sell  to  foreign  nations,  the  average  
U.S.   import  duties   in  2012  were  1.3  percent  applied  to  only  31  percent  of  all   imports.   In  
2011  the  import  duties  contributed  $37.2  billion  revenue  to  the  U.S.  Treasury.    According  
to   U.S   Customs,   in   2011   China  was   the   country   to   contribute   to   a   greater   part   on   this  
revenue.  More  precisely,   China  paid  $13  billion  on   import  duties   exceeding   the   total  of  
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Japan,  Germany,  Vietnam  and  Indonesia  combined.17  This  indicator  express  the  degree  in  
which   U.S.   I   dependent   on   Chinese   products   and   also   how   consolidated   their   trading  
relationship  has  become.  
   By   contrast,   during   2011   Chinese   custom   duties   on   imports   increased   by   29  
percent  over  2010,   to  $256  billion,  according   to  ???????????????????????????????????????
Administration   of   Customs.   An   important   factor   that   has   helped   to   generate   such   an  
increase  in  revenue  is  the  average  Chinese  import-­‐duty  rate  which  is  currently  10  percent  
on  goods,  the  difference  in  importing  policies  is  more  than  evident  among  both  countries.  
  
2.3. Major  U.S.  exporters  and  Importers  
   Surprisingly,   contrary   to  what   the  majority   of   Americans  would   think   the  United  
States   imports   high-­‐value-­‐added   manufactured   goods   and   exports   waste   paper,   scrap  
metal,   raw   materials,   bulk   food,   forest   products,   animal   feed   and   chemicals.   As   Mr.  
??????????????????? ???????? ?????? ????????? ????????? ???????? ??? ?? ??????????? ??????????
exports  than  those  of  a  high-­‐tech  industrial  power.  
Who  is  exporting  what  
   ????????? ??? ????????? ?????????? ???????? ????????? ??? ?????? ??? ??????????? ???? ????
Chinese-­‐owned   company  American  Chung  Nam  with   a   total  of  354,000  containers   filled  
??????????????????????????????????????????????????????????????????????????????????????
Recyclin?? ?????????? ???????? ??????????? ??? ??????? ?????? ?????? ??? ?????????? ????????
exporters   in   terms   of   container   was   International   Paper   (135,000   containers   of   paper),  
followed   by   Sims   Metal   Management   (116,000   containers   of   scrap   metal)   and   finally  
Weyerhaeuser   (109,100   containers   of   paper).   Of   the   top   100   American   exporters   via  
containers  in  2011,  22  were  exporting  paper.    
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   It  is  not  difficult  to  see  that  the  tables  have  turned,  also  considering  that  the  top  10  
importers  of  containers  into  the  United  States  brought  in  3.45  million  containers,  the  top  
ten  exporters   shipped  out  only  1.32  million   containers.   These  differences  mean  a   lot  of  
containers  leaving  the  U.S.  empty,  but  that  is  not  the  only  disappointing  aspect.  Actually,  
most   of   the   paper   exported   from   the   U.S.   is   shipped   back   turned   into   boxes   or   other  
packages   form   goods   imported   by  Wal-­‐Mart,   Target   or   Home  Depot18.  Considering   this  
information  it  is  quite  representative  of  the  state  of  U.S.  manufacturing  and  the  areas  in  
which   it  has  a  major  competitive  advantage.  The  only  problem  is  that   focusing  on  those  
assets,   bring   no   added   value   to   U.S.   manufacturing   structure,   America   is   losing  
competitiveness  in  other  sectors  in  which  it  used  to  be  in  a  strategic  position.  Due  to  the  
focus   on   other   sector   which   requires   less   regulation   or   less-­‐complex   structure,   other  
countries  are  taking  on  the  U.S.,  a  situation  that  in  a  near  future  could  be  catastrophic  for  
its  economy  subsistence.  
   On   the  other  hand,   considering   the   imports   it   is  a  whole  different   story.   In  2011  
Wal-­‐????? ?????????????????????????? ????????????????????????????????????????????? ???????
amount  of  710,000  containers,  according  to  PIERS  (Port  Import  Export  Reporting  Service).    
The   second-­‐largest   importer   was   Target   with   472,000   containers,   followed   by   Home  
?????? ????????? ????????????? ??????? ????????? ???????????? ???? ????? ????? ?????????
containers).  
   It  becomes  even  more  evident  the  difference  of  exported  and  imported  products  if  
????????????????????????? ???????????????????????????????????????????????????????????????????
was   telecommunications   equipment   at   $58   billion.   The   second-­‐largest   import   category  
from   China   in   2012   was   computers   at   $55   billion.   Even   if   U.S.   may   be   considered   a  
computer   superpower,   American   companies   only   exported   to   china   an   amount   of  
computers  worth  $1.1  billion.  Concerning  the  exports,  the  largest  U.S.  export  to  China  was  
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??????????????????????????????????????????????????? ????????????????????????????? ????????
category,  indeed,  the  U.S.  exports  to  China  have  not  changed  over  the  past  10  years.19  
   This   situation   has   serious   consequences   into   U.S.   global   competitiveness   and  
capacity  of  response  to  the  world  market.  A  factor  that  reflects  this  loss,  is  the  evolution  
of   the   advance-­‐technology   exports   and   imports.   More   precisely,   the   U.S.   went   from  
having  a  surplus  in  advanced-­‐technology  products  trade  of  $32  billion  in  1997  to  a  deficit  
of  $92  billion  in  2012.    
   This   tendency   seems   to   continue,   as   the   U.S.   trade   deficit   worsens,  meanwhile,  
??????????????????????????????????????????????????????????????????? ???????????????????????
Manufacturers  Alliance   for   Productivity   and   Innovation   (MAPI),   in   2012  Chinese  exports  
were  projected  to  be  58  percent  larger  than  the  U.S.  exports  and  on  track  to  double  the  
U.S.  exports  by  mid-­‐???????? ??????????????????????????????????????????????????????????????
will  have  vast  financial  resources  that  can  use  to  support  its  global  operations  and  magnify  
its  global  influence.20  
  
2.4. ?????????????????????????-­‐category  focus  
   As  previously  commented,  China  has  developed  strategic  economic  development  
plans,   also   known  as  5-­‐year  plans,   in  order   to   control   and  give   a   robust  direction   to   its  
rapid  economic  and   industrial   growth.  More  precisely,   during   the   last   decade,   once   the  
basic  manufacturing   and   industrial   foundations  were   established   and   achieved  with   the  
???????????????? ????????????????????????????????????????????????????????????????????????????
why,  Chinese  government  targeted  strategic  commodities,  as  key  commodities  in  order  to  
achieve  this  competitive  advantage.   In  order  to  do  so,  many  measures  were  established,  
going   from   subsidies   to   the   desired   key   industries,   to   preventing   exports   of   certain  
commodities  or  even  restrict  the  export  of  certain  commodities  to  other  countries.    
                                                                                                                    
19  (the  state  of  American  Manufacturing,  Richard  McCorack,  pg.46  
20  (the  state  of  American  Manufacturing,  Richard  McCorack,  pg.47  
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   Rare  earth  materials  
   One  of  the  most  controversial  industries  is  the  rare  earths  production.  It  was  not  a  
??????? ????????????????????????????????????????????????????????????????????????????????-­‐
earth  materials,   being   the  U.S.   the  dominant   global   ?????????? ??????? ????? ?????????????????
lasted  long  as  in  1990s  China  started  to  over-­‐supply  the  market  with  rare-­‐earth  minerals,  
more  than  tripling  the  global  supply.  As  Mr.  Jeffery  Green,  president  of  J.A.  Green  &  Co,  
??????????????? ???????????????-­‐earth-­‐producing  firms  were  largely  unprofitable  but  were  
??????????????????????????????????????????????????????????????????????????????????21  
   This   internal   support   enables   Chinese   companies   to   resist   the   initial   deficit,  
continue   to   exploit,   offer   rare-­‐earth   at   low-­‐price   and   export   them   at   prices   below   the  
actual  costs  of  production.  As  a  consequence  of  this  continued  operation,   in  2011  China  
????????????? ??????????????????????? ???????????-­‐earths  mining  and  processing  industries.    
   The   process   was  meticulously   planned   in   order   to   achieve   its   dominance.   Once  
China   had   already   established   a   basic   rare   earth   industry   and   its   companies   started   to  
acknowledge   how   this   industry   worked,   the   Chinese   Government   started   to   restrict   its  
offer.   Since   2006,   China   started   to   strengthen   its   exports   restrictions   of   rare-­‐earth   and  
drive   up   prices   every   year   until   the  present   day.   As   a   consequence,   China   forced  many  
companies  that  used  rare-­‐earths  in  their  products  to  set  up  manufacturing  operations  in  
China   in   order   to   have   access   to   supplies.   This   strategy   is   confirmed   by   the   Chinese  
???????????? ??????? ????????? ????????? ???? ?????? ???????? ??? ????? ?????? ??????? ????
production   and   takes   restrictive  measures  on   the  mining,   production,   consumption   and  
export  of  rare-­‐earth  products  sim?????????????11  
  
  
                                                                                                                    
21  (the  state  of  American  Manufacturing,  Richard  McCorack,  pg.50)  
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2.5. Space  and  satellite  launching  
  
   One  of  the  main  reasons  to  restrict  the  export  of  rare  earths   is  because  they  are  
used   as   vital   components   in   high-­‐technology   products   and   defense   components;   from  
hard   disk   drives   to   the   guidance   systems   u???? ??? ??????? ???????? ??? ???? ????????
McCormak  writes  on  The  State  of  American  Manufacturing.  
   The   restriction   and   difficult   access   of   rare   earths   is   not   the   only   aspect   that  
endangers   U.S.   defense.   The   raising   debt   has   also   contributed   to   compromising   the  
situation   of   the   U.S.   department   of   Defense.   More   precisely,   the   Congress   and   the  
President   agreed   to   a  mandatory  10-­‐year   spending   reduction  of   $1.1   trillion   starting  on  
January   1,   2013.   This   reduction   tremendously   affected   the   defense   industry   by   cutting  
down  the  defense  budget  amounting  $55  billion  during  2013.    
   The  loss  in  competitiveness  in  high-­‐tech  sectors  can  not  only  be  attributed  to  cut-­‐
down   measures   or   monopolization   of   certain   raw   materials.   There   are   other   internal  
issues  that  prevent  the  U.S.  to  lead  certain  industries.  This  is  the  case  of  space  launch  and  
satellites.  More  precisely,  the  U.S.  global  revenue  in  the  satellite  construction  has  declined  
from  an  average  of  $6.6  billion  per  year  between  1996  and  1999   to  an  average  of  $4.7  
billion  per  year  between  2000  and  2010.  The  main  reason  is  price.  U.S.  launching  is  much  
more   expensive   than  European,   Russian  or   Chinese   competitors.   At   the   same   time,   the  
U.S.   has   a   large   experience   in   satellite   launching,   having   some   of   the   most   relevant  
experts   and   operating   in   a   high-­‐quality   environment.   Producing   at   low-­‐cost   is   not   an  
option  for  the  U.S.  satellite  industry.  
     Moreover,   the   worldwide   commercial   launch   industry   generated   $1.9   billion   in  
revenue  in  2011,  Europe  accounting  for  $808  million  in  revenues,  Russia  $707  million  and  
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??????????? ?????????????????????????????????????????????????????????????????????????????
????????????????????????????????????????????22  
   Even  if  the  decline  of  U.S.  satellite  industry  is  becoming  critical,  no  external  factors  
can   be   attributed   to   the   cause   of   this   downfall.   On   the   contrary,   it   is   due   to   internal  
legislation   that   the  U.S.   is   currently   isolated   from   the  market.  More  precisely,   the  1999  
version  of  the  annual  Defense  Authorization  Bill  classified  all  satellites  and  their  parts  and  
components  as  munitions  that  may  not  be  exported  without  a  government  license.11  This  
????????? ???? ?????? ?????????????? ????? ??? ??? ????? ????? ??????? ???? ????? ??????? ? ????? ????
unilateral  export  control,  gaining  competitive  advantage  towards  U.S.  in  this  sector.  
  
2.6. Other  Key  Industrial  Sectors23  
  
Minerals    
   ????????? ????????????????????????????????????????????? ??? ????????????????????????
consumption  and  production  of  minerals.    The  majority  of  industrial  products  start  from  a  
mineral   form.   The   minerals   used   depend   on   a   great   measure   on   the   type   of   industry,  
???????????????????????????????-­‐products  or  electronics.  
     ????????????????????????????????????????????????????????????????????? ? ????????
minerals  used  in  manufacturing  is  three  or  four  times  greater  than  the  U.S.  consumption.  
???????????????????? ???????????????????????? ??? ???????????????????????????????????????????
current  internal  expansion  and  modernization.  More  concretely,  while  the  U.S.  used  69.5  
million  metric   tons   of   cement   in   2010,   china   used   1.867  million  metric   tons   during   the  
                                                                                                                    
22  (the  state  of  American  Manufacturing,  Richard  McCorack,  pg.71)  
23  T??????????????????????????????????????????????????????????????????????????????????????????????????????
?????????????????????????????????????????????????????????????????????????????????? ?????cturing  by  
Mr.Richard  McCormack  
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same  period.  This  is  a  great  indicator  of  the  massive  expansion  and  internal  changes  that  
China  is  undergoing.  
     Another   example   is   aluminum   consumption,   that   in   the   case   of   China   has  
increased   by   a   factor   of   five   from   2000   to   2010,   from   3.7   million   metric   tons   to   19.8  
million.   On   the   other   hand   if   we   observe   U.S.   consumption   of   aluminum,   it   decreased  
during  the  same  period  from  9.37  million  metric  tons  in  2000  to  6.8  million  in  2010.  This  
same  situation  can  be  observed  in  other  important  materials  like  zinc,  copper  and  virtually  
every  other  refined  metal  and  material.  
   If  we  now  analyze  not  the  consumption  of  those  materials  but  its  production,  the  
situation  becomes  a  lot  more  critical.  China  is  currently  the  ????????????????????????????????
80  of  the  most   important   industrial  mineral  commodities.  China  accounts  for  more  than  
???????????????????????????????????????? ??????????????????????????????????????????????
for  between  50  and  80  percent  of  the  global  production  of  more  than  a  dozen  major  other  
minerals   and   materials,   including   pig   iron,   bismuth,   silicon,   cement,   fluorspar,   natural  
graphite,  lime  and  natural  zeolites.  
   ????????????????????????????????????????????????????????????????????????????????????
of   key   m???????? ????? ?? ???????????? ?????????? ???? ?????? ?????????.   Considering   that   the  
????????? ??????????? ???????? ????? ??????? ??? ???? ???????????? ??? ???????? ????? ?????????
industry  but  also  on  the  availability  of  the  raw  materials  in  order  to  exploit  it.  Moreover,  
even  if  there  is  availability  of  the  raw  materials  depending  on  the  composition  of  the  soil,  
the   final   products   may   be   of   a   lower   quality   than   other   regions   or   require   chemical  
treatments  in  order  to  acquire  the  desired  characteristics.    
   That   is   to   say,   that   even   if   China   may   be   undergoing   a   strategic   movement   by  
?????????????????????????????????????????????????????????????????????????????????????????
they  have  these  resources  available,  plus,  they  are  willing  to  exploit  them.  Other  countries  
??????????????  resources  or  are  not  willing  to  exploit  these  industries,  because  the  quality  
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????????????????????????????????????????????????????????????????????????????????change  
their  current  situation.  
Semiconductors  
   The   U.S.   has   lost   the   lead   in   this   specific   industry   too.   This   is   a   more   critical  
industry  than  the  minerals  production,  as   it   is  not  as  dependent  on  the  soil  composition  
but  on   the  willingness  of   the  country   to  be  a   leader   in   the   industry,  and  so  develop  the  
different  necessary  capabilities  to  ensure  the  success  and  continuation  of  this  top-­‐of-­‐the-­‐
line   industry.   Semiconductor   Chips   represent   the   top   of   the   global   electronics   industry  
pyramid.  Even  if  it  is  considered  the  most  important  strategic  economic  asset  a  nation  can  
possess,  the  U.S.  has  lost  the  lead  long  ago.    
   In   2011,   of   the   27   high-­‐volume   semiconductor   fabrication   plants   (fabs)   under  
construction   in   the  world,   only   one  was   located   in   the  United   States,  while   18  were   in  
China,  four  were  in  Taiwan,  two  were  elsewhere  in  Southeast  Asia  and  one  was  in  Japan.  
Moreover,  in  2012  construction  started  on  nine  new  highly-­‐volume  fabs  around  the  world,  
and   none   was   in   the   United   States.   In   all,   between   2011   and   2013   construction   was  
expected  to  start  on  42  new  fabs,  only  one  of  which  was  to  be  in  the  United  States.  
     This   is   not   a   temporary   or   unexpected   trend.   On   the   contrary,   in   2003,   North  
America   ranked   in   second  place   globally   in   the   semiconductor   capacity,   but   it  was   also  
projected   to   fall   to   fourth   place   by   2013.   In   the   2007,   the  U.S.  was   home   to   123   fabs,  
which  is  projected  to  decline  to  95  by  2017.  As  a  consequence,  it  is  not  a  surprise  that  the  
U.S.  is  not  only  losing  the  lead  of  semiconductor  industry  but  also  the  collateral  industries  
that  are  highly-­‐dependent  on  this  asset  and  that  are  key  industries  in  terms  of  innovation  
and  research.    
   Moreover,  as  the  industry  has  shifted  offshore,  the  supply  chain  has  gone  with  it.  
?????????????????? ????????????????? ????????????????? ?????????????????????????????????
????????????????????????????????????????says  Bill  McClean,  president  of  IC  insights  and  a  
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leading   semiconductor   industry   analyst?? ???? ??? ?????????? ?????? ???? ?????????? ???
?????????????? ???? ??? ???????? ????? ?????? ??? ????? ??? ????? ?????24   .As   Mr.McCormak  
comments,   semiconductor  manufacturers   need   to   be   close   to   the   systems   houses   that  
purchase  their  chips.  This   is  why  the  majority  of  production   is  taking  place   in  Asia.  Even  
though,  there  is  currently  a  sign  of  reshoring  in  the  semiconductor   industry.  The  different  
problems  in  quality  and  counterfeits  are  highly  concerning  companies  and  more  and  more  
companies  are  considering  to  come  back  to  the  U.S.  
  
Automobiles  and  Automobile  parts  
   This   industry  has  always  played  a   fundamental   role   in   the  U.S.      economy  and   its  
global   influence.   The   automobile   industry   was   a   key   sector   when   preventing   the   U.S.  
industry  from  collapsing  in  2008.  Considering  the  U.S.  performance  in  this  sector,  we  can  
observe  a  relevant  increase  of  vehicle  production  from  5.7  million  in  2009  to  10.33  million  
units  in  2012.  Even  so,  the  influence  of  U.S  companies  in  the  domestic  market  is  still  being  
threatened  by  overseas  competitors  who  are  accounting  for  29  percent  of  the  total  sales  
??????????????????????????????? ????????????2.    
   Even  if  we  may  consider  that  these  are  good  results  in  terms  of  global  competition  
the  U.S.   is  not  performing  competitively  enough   in  order   to  ensure   its   future  continued  
presence  as  a  strong  competitor   in  the  automobile  sector.      In  other  words,   Japan   ,  with  
one-­‐third  of  U.S.  population,  produced  9.9  million  vehicles  in  2012,  almost  as  many  as  the  
United  states.  Germany,  with  one-­‐quarter  of  the  U.S.  population  at  82  million,  produced  
5.6  million  vehicles,  and  South  Korea,  with  one-­‐sixth  of  the  U.S.  population  at  50  million,  
produced  4.6  million  vehicles.    
   This  lack  of  global  competitiveness  is  reflected  in    the  balance  of  trade.  Combining  
automobiles  and  auto  parts,  the  U.S.  ran  a  $147  billion  auto-­‐sector  trade  deficit  in  2012.  
                                                                                                                    
24  the  state  of  American  Manufacturing,  Richard  McCorack,  pg.62  
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The  main  reason  is  that  the  auto-­‐parts  deficit  is  growing  year  after  year.  More  precisely,  it  
has  almost  tripled  in  four  years,  going  from  $20  billion  in  2009  to  $56  billion  in  2012.  If  we  
???????????????????????????????????????????????????????????????????????????????????????????  
of  auto-­‐parts  increased  from  $10  billion  in  2004  to  $60  billion  in  2012,  an  average  annual  
rate  of  almost  30  percent.    
   Focusing  in  the  Sino-­‐American  relations,  in  2012  the  U.S.  trade  deficit  in  auto-­‐parts  
with  China  stood  at  $13.2  billion,  a  32  percent  increase  from  $10  billion  in  2011  and  more  
than  10   times  higher   than   in  2001.  Over   that   same  period,   the  United  States   lost  more  
than  400,000  automobile  industry  jobs.  
   We  may  ask  ourselves  how  china  has  achieved  to  step   into  this  sector  with  such  
influence  without  a  previous  relevant  experience.  The  fact   is  that  as  commented  before,  
China   plans   its   development   though   the   different   sectors   by   targeting   priorities   and  
developing  strategic  economic  plans  called  Five-­‐???????????????????????????????????th  Five-­‐
year   Plan,   issued   on   March   14,   2011,   targets   seven   strategic   industries:   energetic,  
biotechnology,   new   materials,   new   IT,   high-­‐end   equipment   manufacturing   and   clean-­‐
energy  vehicles.  In  order  to  achieve  the  previous  goals  Chinese  government  has  invested  
$1.5  trillion  to  develop  the  different  strategic  sectors.  
   If  China  successfully   implements  the  previously  commented  Five-­‐year  Plan,  which  
targets  a  35  percent  annual  growth  rate  in  auto-­‐???????????????????????????????????????????
deficit  with  China   in  auto  parts  could  top  $100  billion  by  2010,  according  to  Mr.  Richard  
McCormak.  
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Pharmaceutical  and  chemical  sector  
   Even  if  Chinese  chemical  industry  increased  in  size  by  almost  ninefold  from  2000  to  
2010,  the  U.S.  chemical  industry  exports  have  also  increased  significantly,  rising  from  $172  
billion   in  2008   to  $198  billion   in  2012.      This   recovering  and  optimist   projections  of  U.S.  
chemical   industry   is   directly   related   to   the  boom   in   shale  natural   gas  production   in   the  
????? ???????????????? ??? ?????????? ???????????  major  producer  of  natural   gas.      Indeed,   low-­‐
priced  natural  gas  is  leading  to  the  growth  of  new,  energy-­‐sensitive  industrial  capacity  and  
also  it  is  highly  beneficiating  energy-­‐demanding  industries  like  the  Chemical  sector.    
   The  American  Chemistry  council  estimates  that  natural  gas  abundance  will  result  in  
the  creation  of  17,000   jobs   in  the  U.S.  chemical   industry  and  an  additional  395,000   jobs  
outside  the  industry  through  2015.    Moreover,  according  to  Pricewaterhouse  Coopers,  the  
low   energy   costs   resulting   from   shale   gas   will   attract   many   companies   and   sectors   to  
invest  in  the  U.S.  in  order  to  take  advantage  of  lower  costs.  
  
2.7. Trading  issues  affecting  U.S.  global  competitiveness  
  
Direct  labor  
   Not  all  the  aspects  affecting  U.S.  global  trade  performance  are  easily  measurable,  
neither   their   direct   or   indirect   implications   to   U.S.   competitiveness.   Some   issues   may  
confront  morality  or  political   fairness,   since  these   topics  are  difficult   to  treat  due  to  the  
lack  of  information  we  will  do  a  quick  overview  of  some  of  the  most  worrying  issues  that  
affect  U.S.  trade  performance  within  the  Sino-­‐American  relations.  
   First  of  all  we  are  going  to  talk  about  direct  labor.    It  is  well-­‐known  that  one  of  the  
main  reasons  that  appeal  to  managers  when  considering  offshoring  is  the  low-­‐wage  or  low  
compensation  for  manufacturing  jobs  in  the  most  popular  offshoring  countries.  
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     Focusing   on   China,   according   to   the   BLS   International   Labor   Comparisons  
program,   the  average  total  hourly  compensation   for  a  Chinese  manufacturing  worker  at  
the  end  of  2008  was  $1.36  an  hour,   including  all  wages,  bonuses  and  allowances  paid  in  
cash  or  in  kind;  sick  leave,  medical  insurance  and  vacation  time;  and  employer  payments  
for  social  benefits,  unemployment  insurance  and  pension  funds.  This  is  the  compensation  
considering   the   most   common   urban   areas,   considering   more   rural   areas   the   average  
compensation   was   the   equivalent   of   $0.82   per   hour   in   2008,   creating   a   progressive  
migration   to   these   lower-­‐cost   areas.   By   contrast,   the   average   compensation   to   an  
American  manufacturing  worker,  which  stood  at  $35.53  an  hour  in  2011  and  in  the  case  of  
Norway  it  stands  at  $64.15  per  hour.  
   ????????????????????????? ?????????????????????????????????????????????????????
of  workers,  which  are  the  tradeoffs  of  these  low  wages,  who  suffer  the  consequences  of  
this   low-­‐cost  production.  Many  of   these  products  which   are   currently  being   sold   in   the  
????? ???????????????????????????????????????????????????nditions  in  the  United  States.      
  
Image  4-­‐  child  labor  and  forced  labor  world  map  //    Source:  ftsblog.net  
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   The  previous  map  shows  the  different  countries  where  there  is  existing  child  labor  
or  forced  labor.  The  number  in  each  circle  shows  in  how  many  product  categories  there  is  
child  labor  or  forced  labor  involved  in  the  manufacturing.    
   ??????? ??????????? ?????? ?????????? ??? ???? ?????????? ??? ??????????? ???? ?????????
????????????????????????????????????????????????????????????????????????????????????????????
???????? ??? ?????? ?? ??????? ????????? ??? ???? ??????????? ????????? ??????? ???? ??????? work  
conditions   but   also   willing   to   pay   the   lowest   price   possible   regardless   the   conditions  
involving  the  production  of  that  item?  
   The  National  Association  of  Manufacturers  (NAM)  published  the  annual  report  on  
the  extra  cost  to  produce  in  the  U.S.  compared  to  other  countries.  If  we  are  more  specific,  
in  2012  NAM  study  reported  that  U.S.  production  is  an  average  of  20  percent  more  costly  
than   the   foreign   competitors   due   to   the   wide   range   of   regulations   set   up   by   the  
Environmental   Protection   Agency   (EPA)   and   the   Occupational   Safety   and   Health  
Administration   (OSHA).      The   different   regulations   establish   proper   worker   environment  
and   safety   standards   for   the   consumers,  but   are  highly   criticized  by  manufacturers   that  
complain  for  their  competitive  disadvantage.  
   As  a  countermeasure,  NAM  and  a  significant  number  of  manufacturers  argue  that  
an   equivalent   (20   percent)   import   fee   should   be   established.      Even   if   such   a   measure  
would  shift  their  actual  situation  in  terms  of  competitiveness   it  would  represent  a  direct  
import   restriction   or   tariff   which   would   violate   the   free   trade   agreement   conditions  
established  by  the  WTO  members.    
   On  the  other  hand,  following  a  low-­‐wage  strategy  in  order  to  gain  competitiveness  
?????????????????????????????????????????????????????????e  it  worse.  It  would  represent  a  
degradation  of  work  conditions  and  the  erosion  of  middle-­‐class  possibilities  and  economic  
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situation,  preventing  them  from  consuming  and  finally,  ending  up  having  a  critical  impact  
in  the  economy.  
   Having   overviewed   several   controversial   aspects   that   directly   or   indirectly  
challenges  U.S.  global  competitiveness;  we  can  observe  that  none  of  them  have  an  easy  
solution   as   many   interests   are   involved.   Such   situations   seem   that   will   persist   and   a  
change  of  direction  will  cause  many  changes  to  U.S.  economy  and  its  global  partners.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
RESHORING  
INTM  597        Special  project    
  
47  
  
 
IV. RESHORING 
  
0. Introduction  
   Reshoring  refers  to  the  action  of  bringing  outsourced  products  or  services  back  to  
the  original  location  from  which  they  offshored.  It  is  crucial  to  completely  understand  why  
the  need  of  Reshoring  appears  now  and  why  more  and  more  companies  are  considering  it.  
It   is   also   very   important   to   understand   under   which   conditions   the   American  
Manufacturing   is   currently   evolving.   Moreover,   acknowledge   the   strong   ties   that   the  
history  of  Sino-­‐American  relations  has  built  between  China  and  the  United  States.  All  the  
different  issues  are  the  basis  to  fully  understand  Reshoring  and  the  future  consequences  
of  it.  
   ???????????? ??? ??????????????????????????? ??????????? the  evolution  of  American  
Manufacturing   and   studied   the   history   of   Sino-­‐American   relations.   More   precisely,   we  
have  first  observed  the  consequences  on  imports  and  exports  in  both  countries,  the  shift  
in   category   specialization  and   the   technology   transference.   Then,  we  have  analyzed   the  
different   issues   that   are   endangering   this   relation   and   the   progressive   degradation   of  
American  Manufacturing  until  the  critical  point  from  which  it  is  currently  trying  to  recover.          
Considering  the  previous  factors  we  will  now  focus  on  Reshoring,  more  precisely,  to  the  
United  States  from  China.    
   We  will   analyze   the  main   reasons   for   companies   to   Reshore,   the  most  probable  
industries   to   adopt   Reshoring,   the   current   situation   of   reshoring   and   the   different  
consequences  that  this  trend  can  bring  to  the  U.S.  economy  and  corporations.  
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1. REASONS  TO  RESHORE  
  
   ??????????????????????????????????????????????????????????????????????????????
???????? ?????????? ??? ???? ????????????????? ???? ??????? ?????????? ???????????? ????? ??? ????
reasons  may  be  very  variable  depending  on  the  company,  the  Reshoring  Initiative,  a  very  
active  project  that  studies  and  promotes  Reshoring,  has  presented  as  the  main  Reasons  to  
Reshore  the  following:     
???????????????????????????????????  
? Reshoring  reduces  the  Total  Cost  of  Ownership    
  
For  manufacturing,  as  TCO   is   typically  compared  with  doing  business  overseas,   it  
goes   beyond   the   initial   manufacturing   cycle   time   and   cost   to   make   parts.   TCO  
includes  a  variety  of   cost  of  doing  business   items,   for  example,   ship  and   re-­‐ship,  
and   opportunity   costs,   while   it   also   considers   incentives   developed   for   an  
alternative  approach.   Incentives  and  other  variables   include   tax  credits,  common  
language,  expedited  delivery,  and  customer-­‐oriented  supplier  visits.25  
  
? Improves  quality  and  consistency  of  inputs  
  
Even  if  China  currently  has  a  very  extensive  and  competitive  Manufacturing  base,  
???? ???????? ?????????????????????????????????????????????????????????????????????
performance.    Because  of  the  massive  production  hub  that  China  has  become  the  
last  two  decades,  new  Chinese  companies  have  settled  around  big  corporations  in  
order  to  supply  different  needs  of  these  companies.  The  fact  that  these  companies  
                                                                                                                    
2525  This  part  is  based  on  the  TCO  article  on  wikipedia  
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produce  in  long  runs  and  big  lots  implies  that  they  need  a  massive  amount  of  raw  
materials  and  other  assets  to  produce  such  volumes.    
  
   In  order  to  cover  these  high  volumes  many  different  suppliers  are  involved  
in  the  sourcing.  The  main  concern  is  that  frequently  these  suppliers  rely  on  other  
sub-­‐suppliers   of   smaller   size   that   produce   in   a   less-­‐regulated   environment.   This  
situation  is  very  common,  it  not  only  causes  that  supply  chains  are  extremely  large  
but   also   quality   standards   are   difficult   to   meet   because   of   the   great   degree   of  
variability  caused  by  the  numerous  sub-­‐suppliers.    
   A  great  example  of  that   loss  of  control   in  the  product  manipulation   is  the  
recall  of  Mattel  on  2007  of  9  million  toys  because  of  an  excess  of  lead  in  the  paint  
coat  of  some  toys.    Mattel  lost  control  of  its  product  due  the  enormous  amount  of  
sub-­‐suppliers  involved  in  the  production.    
  
? Pipeline  and  surge  inventory  impact  on  just-­‐in-­‐time  operations  
     Reshoring   highly   effects   inventory   levels,   by   diminishing   the   amount   of  
inventory  necessary  to  avoid  the  rupture  of  the  supply  chain.    The  main  fear  of  the  
majority  of  the  offshore  companies  is  to  experience  a  rupture  of  the  supply  Chain  
and  consequent  paralysis  of  the  whole  production.  In  order  to  avoid  so,  companies  
build   up   enormous   safety   stock   in   raw   materials,   WIP   and   finished   goods,  
depending   on   the   location   of   the  different   suppliers   and   final   destination   of   the  
product.    
  
   The  main   concern   is   the   distance   that   separates  manufacturing   from   the  
end-­‐customer   and   all   of   the   risks   involved.      For   example,   if   a   ship   sinks   with  
hundreds  of  containers  of  finished  goods  can  end  up  causing  the  bankruptcy  of  the  
????????? ???????????????????????????????????? ??????????????????????????????? ??
into  production  then  the  whole  supply  chain  has  to  wait  for  those  components  to  
arrive.  A  great  example  of  these  kind  of  risks  is  the  Danish-­‐flagged  Svendborg  ship  
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carrying  containers  on  February  2014.  The  ship  was  struck  by  high  wind  and  waves  
off  the  coast  of  France  and  more  than  500  containers  were  unaccounted  for.  
  
? Clusters  manufacturing  near  R&D  facilities,  enhancing  innovation  
  
   The   fact   that   manufacturing   plants   are   located   way   far   from   the   R&D  
facilities  implies  that  there  is  an  existing  gap  between  both  and  as  a  consequence,  
a   lack   of   coordination   and   targeting   of   the   real   need   of   the   industry   to   be  
improved.  By  contrast,  when  manufacturing  sites  are  located  near  R&D  facilities  it  
enables  these  companies  to  directly  benefit  from  the  innovation  and  also  of  being  
the  firsts  to  adapt  and  foresee  the  new  trends  of  innovation  in  the  market.    
     
     An  example  of  that  can  be  analyzed  in  the  article  written  by  Mr.  Yasuyuki  
Motoyama,   in   Forbes  magazine.  Mr.  Motoyama  mentions   that   Toyota,   Sony  and  
Canon,   three   successful   global   players,   conduct   their   majority   of   R&D   activities  
??????? ???? ??????? ????? ???ion,   being   the   scope   of   this   region   at   a   metropolitan  
scale.  For  example,  the  Toyota-­‐Nagoya  region  for  Toyota  and  the  southern  region  
for  Sony  and  Canon.  
     
   According  to  the  author  there  are  three  schools  of  thought  to  explain  this  
strategy.   The   first,   called   Marshalian   agglomeration   theory,   identifies   thick  
institutional  connections  within  the  region.  The  second  emphasizes  the  importance  
of   trust   in   human   relations   and   face-­‐to-­‐face   interactions.   The   third   applied   the  
theory  of   tacit  knowledge  and  argues  that  some  knowledge  does  not   travel  over  
distance  and  has   to  be  shared  by  collocated  people.  All   these   theories  show   the  
difficulty   of   transferring   the   knowledge   from   the   R&D   clusters   to   the  
manufacturing  plants  if  these  are  thousands  of  miles  apart.  
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? Intellectual  property  and  regulatory  compliance  risk  
                        This  is  a  big  issue  to  be  considered  when  offshoring  overseas.  More  precisely,  China  
is  often  perceived  as  a   lawless  place  where  anything  goes  when   it   comes   to   intellectual  
property.  The  problem  is  different  to  what  the  majority  may  think  about  China,  the  main  
problem  is  not  the  lack  of  these  protection  laws  but  the  enforcement  of  these  laws.  There  
are  existing  laws  and  regulations  like  the  majority  of  Western  countries  of  Europe  or  the  
United  States,  but   individuals  are  frequently  not  persecuted   for  violation  such   laws.  The  
different  possible  ways  to  protect  the  intellectual  property  in  China  are  the  following26:  
  
Trademarks  
                              ?????? ???????? ?? ??????? ??? ?????? ??????? ???? ?????????? ?????tration,   which  means  
that   china  does  not  give  any  protection   to  unregistered  trademarks.  This   contrasts  with  
the   Anglo-­‐American   system,   in  which   a   company   gains   common   law   rights   by   virtue   of  
using   a   brand   in   commerce.      In   fact,   bringing   this   issue   to   an   extreme,   it   is   possible   in  
????????????????????????????????????????????????????????????????????????????????????????
??? ????? ?????? ????? ?? ??????? ????????? ????? ???? ????? ??????? ??? ?????????? ????? ????
manufacturing  in  China  for  export.  
                      It  actually  take????? ????????????????????????????????????????????????????????? ?????
your   application   is   pending,   no   one   else   can   stop   registering   company   from   using   the  
mark,   but   neither   can   others   be   stopped   from   using   it.   If   a   trademark   is   not   used   in  
commerce  during  a  three-­‐year  period,  there  is  a  risk  of  cancellation.  
  
  
                                                                                                                    
26      the  following  information  is  taken  from  the  JLJ  group????????? ????????????????????  
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Patent  
                    Because   of   China   is   also   a   party   to   the   Paris   Convention,   which   means   that   a  
company  who  first  files  a  patent  application  in  another  Paris  Convention  signatory  nation  
has  12  month   to   f????????????? ???????????? ??? ?????? ??????????????? ???? ???????????? ??? ????
date   of   the   original   application.   Patent   law   is   fairly   technical   and   does   not   conduct   to  
????????????????????????????????????????????????????????????????????????????????? ???????????
pa??????????????????????????????????????????????????????????????  
  
Copyright  
                China  protects  copyright  material  in  much  the  same  as  the  rest  of  the  Western  world.    
Even   if   China   has   a   bad   reputation   for   lacking   protectionist   measures   against   copy   of  
intellectual   material,   again,   the   problem   is   not   the   lack   of   laws   but   the   lack   of  
enforcement.   Copyrights   differentiate   from   patents   because  when   a   creative  work   first  
published   in   another   country   automatically   gains   copyright  protection   in  China  upon   its  
creation,  no  formal  registration  is  required.  However,  it  is  advisable  to  register    
  
? Eliminates  the  waste  and  instability  caused  by  offshoring  
  
                  Because   of   the   distance   between   the   manufacturing   site   and   the   final  
????????????????????? ???????????????????????????????????????????????????????????
value  to  the  product  perceived  by  the  customer.     The  majority  of  these  activities  
are  related  to  packaging,  transportation  from  one  site  to  another,   inspection  and  
quality   controls.   At   the   same   time,   these   activities   are   related   to   the   handling  
process  between  the  different  elements  of  the  supply  chain.    
                  These  activities  not  only  are  translated  in  to  extra  costs  but  also   into  risk.   In  
order   to   cover   this   risk   measures   are   established   that   basically   duplicate   some  
operations  to  have  an  alternative  if  any  challenges  show  up.    The  control  of  both  
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the  necessary  and  duplicate  activities   is   time-­‐demanding  which   is   translated   into  
instability  when  one  of  the  steps  go  wrong  in  the  organization.  
  
  
? ???????????? ??????????? ???????? ??? ???????? ???????? ??? ???????????
demands.    
  
                    The   fact   of   having   a   gap   between   customer   location   and   manufacturing  
location  puts  the  company  into  serious  competitive  disadvantage.  More  precisely,  
the   company   loses   flexibility   and   rapidness   when   responding   to   shifts   in   the  
market,  new  opportunities  or  customer  needs.  By  outsourcing  or  establishing  the  
manufacturing  overseas   the   company   loses   insight  of   their  market   and  may   lack  
understanding  of  how  it  is  evolving.    
  
                    The  on-­‐time  delivery  and  the  capacity  to  shorten  the  delivery  time  positions  
companies   in   competitive   advantage   in   the   way   customer   perceives   service.  
Nowadays,   the   customer   wants   to   have   it   now,   and   he   or   she   will   get   in   the  
majority   of   occasions   the   product   that   is   available   at   that   moment,   not   caring  
?????? ???????? ??? ??????? ??????? ???? ??? ??? ????? ? ???????? ??? ????? ???? ????????? ???
respond   to   any   demand   changes   or   trends   in   the  market.      Caterpillar   is   a   great  
example  of  that,  as  were  one  of  the  first  companies  to  visualize  this  opportunity.    
More  precisely,  in  1998  they  developed  a  Rapid-­‐Response  Supply  Chain  Plan.      
  
                Caterpillar   believed   that   it  was   crucial   to   capture   a   very   high   percentage   of  
customer  demand  as  soon  as  it  materialized,  and  not  force  potential  customers  to  
wait   for   delivery.   They   considered   that   they   would   generate   demand   by  
establishing  a  reputation  for  product  availability.  Moreover,   they  considered  that  
this   strategy   would   generate   demand   for   their   products   and   take   out   some   of  
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market   share   form   their   competitors   if   they   fail   to   keep   sufficient   quantities   of  
products  in  stock.  
  	  
1.1. Boston  Consulting  Group  (BCG)  surveys  
  
   Another  source  of  reasons  to  Reshore  form  a  company  viewpoint,  was  presented  
by   Boston   consulting   Group   survey   on   February   2012.   The   survey   involved   decision  
makers  at  106  companies  across  a  broad  range  of  industries.        
   Boston  Consulting  Group  (BCG)  presented  the  results  of  the  survey  on  April  2012.  
The  survey  concluded  that  thirty-­‐seven  percent  of  U.S.-­‐based  manufacturing  executives  at  
companies  with  sales  greater  than  $1  billion  are  planning  to  bring  back  production  to  the  
united  States  from  China  or  are  considering  it.27  Moreover,  the  response  rate  rose  to  48  
percent  among  executives  at  companies  with  $10  billion  or  more  in  revenues.  
The   survey  also   covered  other   areas  of   reshoring.   For   instance,   the   top   factors   cited  as  
driving  future  decisions  on  production  locations  were  the  following:  -­‐ Labor  costs  (  57  percent)  -­‐ Product  quality  (41  percent)  -­‐ Ease  of  doing  business  (29  percent)  -­‐ Proximity  to  customers  (28  percent)  
  
??????????????????????????????????????????????????????????????????????????????????????
??????????? ???? ??? ???????? ??????? ????? ?????????? ??? ?????? ??? ????? ??????? ????? ???
?????? ??? ???????? ???? ????????? ???????????? ???? ???? ????????? ??? ???? ???????
production  and  raw  material  costs  in  China,  which  has  been  causing  that  more  and  
more  companies  are  considering  reshoring.  
                                                                                                                    
27  BCG  April  20  2012,  press  release  
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1.2. Nation  viewpoint  
  
   ?????????????????????????????????????????????????????????????????????????????
can  have  great  impact  on  U.S.  economy  and  state  of  manufacturing.  
  
According   to   The   reshoring   initiative   the   main   benefits   of   reshoring   in   a   nation  
viewpoint  are  the  following:  
  -­‐ Brings  jobs  back  to  the  U.S.  -­‐ Helps  balance  U.S.  state  and  local  budgets  -­‐ Motivates  recruits  to  enter  the  skilled  manufacturing  workforce  -­‐ Strengthens  the  defense  industrial  base  
  
  
  
2. A  CLOSER  LOOK  AT  RESHORING      
  
2.1. Overview  
     Having  observed  the  main  drivers  and  possible  benefits  to  both  companies  
and  U.S.  manufacturing  State  of  Manufacturing,  we  are  going  to  have  a  closer  look  
at  both  drivers  and  consequences  through  different  statistical  studies  and  reports.  
  
   ??????? ???? ????? ???? ????????? ???????? ????????????? ???? ????? ??? ???????
investment  has  caused  that  optimal  business  conditions  were  offered  in  Mainland  
China  by  the  Chinese  Government.  Currently,  the  tables  have  turned  and  China  has  
other   needs   and   has   gained   a   lot   of   importance   within   the   international   trade.  
??????? ????? ?????? ???? ? ?????? ???? ???? ??????? ????? ???????????? ???? ?????? ?????
before.  Moreover,  the  evolution  of  Chinese  economy  is  also  severely  affecting  its  
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manufacturing   environment.   Nowadays,   combination   of   economic   forces   is   fast  
???????? ???????? ????? ?????????? ??? ??? ??????? ????????? ???? ???? ?????? ?????????
market.  
  
   Moreover,  Wage  and  benefit  increases  of  15  to  20  percent  per  year  at  the  
???????? ???????? ???????? ????? ?????? ???????? ?????-­‐cost   advantage   over   low-­‐cost  
states  in  the  U.S.,  from  55  percent  today  to  39  percent  in  2015,  when  adjusted  for  
the  higher  productivity  of  U.S.  workers.  Because  labor  accounts  for  a  small  portion  
????????????????????????????????????????????????????????????????????????????hina  
will  drop  to  single  digits  for  many  products*   (Made  in  America  Again,  The  Boston  
Consulting  Group).Considering   these  elements   the   shift   to   reshoring   is   becoming  
gradually  a  reality.  
  
  
2.2. Costs  
  
   One   of   the   main   reasons   that   have   suggested   managers   to   consider  
reshoring   is   the   cost   increase   in  materials,   labor   and   transportation.   The   fact   of  
analyzing  the  total  cost  when  calculating  the  real  cost  impact  of  the  offshoring  has  
unveiled  unexpected  costs  that  shorten  the  gap  of  the  offshore  production  versus  
producing  in  the  United  States.  
  
   More   precisely,   the   gap   in   labor   costs   between   the   U.S.   and   China   was  
about  $17  per  hour  in  2006,  that  could  shrink  to  as  little  as  $7  per  hour  by  2015,  as  
Mr.  Dan  North  explains.  To  shorten  the  gap  between  both  countries  is  crucial  if  the  
United   States   want   to   remain   competitive   and   attract   companies   and   direct  
investment   back.   As   reshoring   is   an   important   decision   in   terms   of   risk   and  
organizational  challenges,  in  order  to  attract  more  companies  the  U.S.  need  to  not  
only   shorten  the  gap  with  China  but  also  demonstrate   that   it   is  not  a   temporary  
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situation.    At  the  same  time  The  Boston  Consulting  Group  predicts  that  the  US  will  
reach  cost  parity  with  China  by  2015  and  that  by  the  end  of  the  decade  as  many  as  
five  million  manufacturing  jobs  will  be  added.    
  
   It   is   very   important   to  mention   that   the  United  States  are  not   shortening  
the  gap  with  China  by  damaging  the  current  labor  conditions,  also  known  as  wining  
by  losing.  On  the  contrary  the  U.S.  is  trying  to  adopt  a  range  of  policies  that  foster  
manufacturing,  and  gains  competitiv  advantage  by  investing  in  lean  manufacturing,  
increase  of  productivity  and  high-­‐tech  environments.  What   is   really  happening   is  
that  Chinese  society   is  becoming  richer,  so  employees  earn  more  and   labor  costs  
rise.   According   to   the   National   Bureau   of   Statistics   the   annual   urban   income  
jumped  to  41,799  yuan  ($6,850)  in  2011,  up  from  24,721  yuan  in  2007.    
  
   As  a  consequence,  Chinese  labor  rates  are  rising  20%  per  year,  according  to  
the   Manufacturer   Alliance   for   Productivity   and   Innovation   (MAPI),   at   the   same  
time   that   the   financial   crisis   has   hit   US   wages.      In   fact,   The   Boston   Consulting  
Group  predicts  that  the  US  will   reach  cost  parity  with  China  by  2015  and  that  by  
the  end  of  the  decade  as  many  as  five  million  manufacturing  jobs  will  be  added.    
  
   Continuing  with   the   rising   costs,   the   BCG   Survey   on   Feb   2012   concluded  
that  92  percent  of  the  executives  participating  in  the  survey  said  they  believe  that  
labor  costs  in  China  will  continue  to  escalate.  Actually,  labor  costs  have  shot  up  by  
as  much  as  500  percent  in  China  since  the  turn  of  the  century.    At  the  same  time,  
BCG   also   found   that   the   United   States   is   on   pace   to   have   lower  manufacturing  
costs  than  Europe  and  Japan  by  2015.  
  
   Even   if   after   having   analyzed   the   different   costs   we   can   observe   the  
??????????? ????? ????????? ????? ???????? ?????????????? ????? ??? ??????????? ?????
sectors  are  less  bound  to  consider  reshoring  as  an  option.    A  good  example  would  
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be   the   textile   and   mass-­‐produced   clothing   industry.      These   industries   are   most  
reliant  on  cheap  labor  so  are  likely  to  move  to  new  cheap-­‐labor  regions  and  never  
return   to   the   U.S.   Moreover,   other   industries   with   delicate   supply   chains   that  
require   a   close   contact   between   supplier   and   the   plant   are   also   not   likely   to  
????????? ??????? ???? ??????? ????? ?????? ??????? ????????? ?? ?????? ???? ?????? ??? ??
formidable   manufacturing   infrastructure   that   will   keep   many   companies   there,  
????????????????????????????  
  
   On  the  other  hand,  less  labor-­‐intensive  sectors  are  already  reshoring  some  
products  in  order  to  avoid  this  constant  uncertainty.  This  is  the  case  of  a  Wal-­‐Mart  
supplier,  Hampton  Products  International,  that  has  tracked  its  Chinese  production  
costs  over  the  last  six  years  and  has  "resurrected"  its  manufacturing  back  home  in  
Wisconsin:  CEO  H.  Kim  Kelley  observed,  "The  price  of  producing  a  part  in  China  has  
risen   24   percent   to   $2.20   from   $1.77   because   of   the   Chinese   currency   and  
increased  labor  costs.  
  
2.3. Impact  on  Jobs  
  
General  
  
   The  impact  on  Jobs  is  not  easy  to  measure,  because  there  are  many  aspects  
that  can  influence  the  Job  offer  in  a  territory.    According  to  the  Reshoring  Initiative  
520,000  manufacturing  jobs  have  been  added  since  2010,  of  those  just  50,000  com  
from  overseas  firms.  We  can  observe  that  there  is  not  yet  a  major  contribution  of  
Reshoring  to  the  recovery  of  U.S.  manufacturing,  but  is  at  list  a  sign  that  things  are  
changing.  
  
In  fact,  this  recovery  has  been  attributed  to  other  possible  reasons  differing  from  
reshoring   by   other   experts.   For   example   Jan   Hatzius   of   Goldman   Sachs:   the  
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manufacturing  gains  since  2010  have  mainly  just  been  a  cyclical  bounce-­‐back  from  
the  recession  and  nothing  more-­‐  ?????????????????????????l  renaissance  is  scant  so  
?????  
   ????????????????????????????????????????????????????????????g  is  becoming  a  
significant  trend,  bringing  back  jobs  and  recovering  all  the  manufacturing  positions  
lost   since   2001   is   critical   for   the   U.S.   economy.   The   amount   of   debt   that   the  
???????? ??? ????????????? ??? ????????? ???? ?? ????? ?? ??? ??? ?????? ???? ??????? ????es  
could   generate   up   to   four   million   direct   and   indirect   manufacturing   jobs   if   the  
country   were   to   eliminate   its   trade   deficit,   says   the   Progressive   Policy   Institute  
(PPI).  A   target  of  15.6   to  16  million  manufacturing   jobs-­‐   representing  a  one-­‐third  
increas?? ????? ???????? ??????????-­‐   ??????? ??????-­‐makers   something   explicit   to   aim  
?????? ??????????? ????????????????????????????????????????????????????????????????????
as   much   as   $250   billion,   the   unemployment   rate   would   fall   by   as   much   as   2.3  
percentage  points  and  GDP  would  increase  by  up  to  2  percent,  says  PPI.28    
  
   Even   if  we  may  be  observing  a  sign  of  recovery,  we  have  to  keep   in  mind  
that  even  if  in  the  1980s  the  U.S.  had  about  19  million  manufacturing  workers,  this  
overwhelming  amount  of  workers  will  never  be  a  reality  again  in  the  United  States.    
Not  because  the  conditions  are  worse  now  comparing  to  the  1980s  or  because  the  
U.S.   has   lost   global   influence.   The   main   reason   is   because   industries   are   being  
modernized   and   there   is   a   confrontation   between   automation   and   recovery   of  
those  jobs.  If  jobs  come  back  we  have  to  be  aware  that  are  not  going  to  come  back  
in   the   same  way   they   left.   The  majority  of   industries   are   every   time  being  more  
and  more  automated  and  the  more  labor-­‐intensive  processes  have  been  optimized  
or  will  remain  in  lower-­‐cost  countries.  
    
  
                                                                                                                    
28  Richard  McCormack,  the  state  of  American  Manufacturing  P.34,35  
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Lack  of  skilled  workers  
  
   As  Mr.  Harry  Moser  explains   in  Re-­‐making  America,  the  negative  image  of  
manufacturing   employment   among   young   workers   has   not   helped   the  
manufacturing   sector.     The  American   society  has  been   in  a  growing  and  wealthy  
????????????????????? ?????????????????????????????????????????????????????????????
get  a  college  degree  and  aim  for  a  supposed  upper  lifestyle.    
  
Not  attending  to  college  or  enrolling  into  a  more  vocational  skilled  job  position  is  
regarded   as   a   sign   of   failure   or   basic   intellectual   capacity.   As   a   consequence,  
college  graduates  are  flooding  the   job  market  getting  jobs  that  they  may  be  even  
too  qualified  for.    
  
   We  may  be  forgetting  that  nowadays,  manufacturing  jobs  are  based  upon  a  
foundation  of  math  and  physics  and  require  mastery  of  sophisticated  information  
technologies,   software  programs  and  ??????????????????????????? ?????????????????
????????????????????????????????????????????????????????????????????????????????
front  of  a  computer  screen  and  use  high-­‐tech  software  programs.  Manufacturing  is  
no  longer  primarily  a  low-­‐skill  job.  
  
   Apart  from  the  lack  of  formation  courses  for  specific  manufacturing  needs  
there   is   an   added   factor   that   we   have   also   to   consider.   Not   so   long   ago   big  
corporations  were   in   charge  of   forming   its  own  workforce.  Thanks   to   their  great  
performance   globally   they   could   afford   running   internal   formation   programs.    
Nowadays,  things  have  changed  and  competition  is  very  tight.    As  a  consequence,  
????????????????????????????????????????? ?????-­‐sized  companies  have  started  to  
partner  with  universities  in  order  to  cover  this  lack  of   formation.  A  great  example  
of   that   happened   in   Rochester,   N.Y.   The   demise   of   Kodak   implied   that   the   only  
institution  willing  to  pay   for   training  was  over.     Then,  these  medium  and  smaller  
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firms   in   the   optics   industry   banded   together   to   plan   new   community   college  
curricula  and  fill  the  gap.  
  
   Germany  is  the  model  to  follow  in  terms  of  cooperation  between  learning  
institutions   and   manufacturing   corporations.   Germany   offers   formation   plans  
already   at   high   school   level.      Moreover,   workers   following   this   option   may   be  
having  very  good  salary  and  so,  is  not  at  all  regarded  socially  as  a  bad  option.  This  
model  also  succeeds   in   lowering  young  unemployment  and  brings  new  ideas  and  
motivated  people  into  the  manufacturing  plants.  
  
  
Job  retention  and  job  culture  in  China  
  
HIGH  PROFILE  PROFESSIONALS29    
  
   When   entering   the   China  market,  many  multinational   companies   assume  
????? ?? ???????? ????? ?? ??????????? ??? ?????? ??? ???????? ?????? ???? ????? ?? ??????
shortage.   Although   this   may   still   be   the   case   for   the   country's   unskilled   labor  
market,   companies   that   are   looking   to   hire   individuals  with   transferable   skills   in  
finance,   technical,   or   managerial   openings   have   a   difficult   time   finding   and  
retaining   employees.   Large   multinational   corporations   (MNCs),   along   with  
domestic   Chinese   companies,   are   finding   that   acquiring   talented   employees   and  
retaining  them  are,  more  than  ever,  one  of  their  greatest  challenges  in  China.    
     
   With   steady   economic   growth   and   an   increasingly   mobile   labor   market,  
???????? ????????? ?????????? ???? ?????????? ?????????????? ?????????????? ????
employees   to   hop   from   job   to   job   and   reap   substantial   pay   increases.   Salary  
increases  are  growing  at  about  9  percent  a  year  in  china,  and  managers  are  getting  
                                                                                                                    
29    this  sub-­‐???????? ????????????????????????????????????????????????????tio????????????????????????????  
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promoted  at  a  much  faster  rate  than  other  managers  in  Asia.  Further,  when  talent  
is  lured  away  from  another  Chinese  company,  they  not  only  get  a  promotion,  they  
typically   get   a   40   percent   increase.   Attracting   and   retaining   staff   under   such   an  
environment  is  one  of  the  top  challenges  facing  companies  in  China.  
  
   Companies   should   take   the   time   to   understand   the   primary   concerns   of  
employees  and  examine  how  best   to   structure  benefits  packages   to  assist   them.  
For   example,   for  urban   residents   in  China,   the  primary   concerns   are  Health   care  
costs  for  aging  parents,  education  opportunities  and  costs  for  children  and  Housing  
prices.  
  
  
     The   prospect   of   overseas   training   can   be   an   incentive   for   employees   to  
stay  at  a  company.  Those  who  perform  best  may  be  given  the  opportunity   to  go  
abroad   for   training.   In   the   past,   with   guaranteed   lifetime   employment,   job  
performance   was   not   important   for   promotion.   Today,   the   most   talented  
individuals   in   China   are   very   demanding   in   terms   of   career   advancement.   The  
??????????????????? ?????????????????????????? ??????????????????????????????????????
based  on  years  of  experience.  They  expect   to  be   rewarded   immediately   for  their  
accomplishments.   One   surprisingly   simple,   yet   effective   way   to   reward  
performance  in  China  is  through  job  titles.  The  Chinese  are  generally  very  sensitive  
??? ?????? ???????? ???? ????????? ???????????? ???? ????????? ????????ch  more   impressive  
?????????????????????????????????????????????????????????????????????????????????
title  in  English  and  a  more  important-­‐sounding  title  in  Chinese.    
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MIGRANT  WORKERS  
  
   Even   if   we  might   think   that   the   situation  with   the   non-­‐qualified  workers  
should   be   much   better,   the   actual   reality   is   quite   different.   China   suffers   from  
massive  migrations  from  rural  to   industrial  or  urban  areas.  These  workers  usually  
come   from  very   rural   areas  and  will  perform  very  basic  or   repetitive  activities   in  
the  manufacturing  process.    Since  there  is  no  major  bound  between  company  and  
employee  and  usually   in   the  plants   there   is   a  high  number  of   these  workers   job  
retention  becomes  difficult.  This  type  of  worker  has  abandoned  his  or  her  relatives  
in  order   to   seek   for  a  better   life.  As  a   consequence,   they  will  be   seeking   for   the  
highest  pay  and  neither  for  the  best   industry  nor  working  conditions.     Moreover,  
Chinese   society   has   a   very   strong   link   with   relatives   and   is   usually   reluctant   to  
foreign  presence  in  China.  All  these  factors  cause  the  appeara???????????????????-­‐
???????????  
   These  workers  main  goal   is   to  work  as  much  as  they  can   in  order  to  raise  
money  for  schooling,  or  welfare.  Even  if  these  workers  may  seem  easy  to  replace  
due   to   their   low-­‐skilled   functions,   they   are   actually   a   very   problematic   issue  
common  to  most  of  the  plants  settled  in  China.  Corporations  lose  a   lot  of  money  
?????? ?????????????? ???????? ????????????????????????????????????????????????????
workers  to  replace  these  people.  The  situation  gets  even  worse  aster  the  Chinese  
New  Year.   In   fact,  workers   come  back   to   the   rural   areas   and   sometimes  only  75  
percent  of  them  come  back.    
   In  order  to  avoid  this  problem  corporations  have  establish  a  wide  range  of  
measure   to   fight   against   absenteeism   and   job   retention.   Some   of   the   usual  
practices   are   to   offer   workers   basic   allowances   much   preferred   by   Chinese  
workforce   than   the   equivalent   in   money.   Those   allowances   are   for   example  
schooling,   clothes,   food   tickets   or   even   medical   treatments.   Another   common  
strategy  is  to  go  around  rural  areas  during  the  Chinese  New  Year  and  bring  gifts  or  
money  to  families  or  current  workers  in  order  to  retain  them.  
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3. INDUSTRIES  MOST  ATTRACTED  TO  RESHORING  
3.1. Overview  
   Reshoring   is   present   in   a   wide   variety   of   industries   but   of   course,   not   every  
industry   has   the   same   needs,   so   not   every   industry   considers   reshoring   to   the   same  
degree.      There   are   many   different   assets   that   differentiate   their   strategy   and   position  
towards  considering  reshoring  as  an  option.    
   Some  companies  as  we  previously  commented  are  very  labor-­‐intensive  and  so  are  
highly  dependent  on  cheap  labor.    The  textile  industry  is  a  great  example  of  that  type  of  
industry.   These   industries   are   less   likely   to   consider   reshoring   as   their  main   concern   is  
producing   in   a   low-­‐cost  environment   in  order   to  be  price-­‐competitive  within   the   textile  
market.   Others   may   be   more   concerned   on   quality,   customer   satisfaction   or   energy  
dependent.  We  are  now  going  to  have  a  closer  look  to  the  industries  that  are  more  likely  
to  consider  reshoring  and  the  reasons  that  cause  this  tendency.  
  
3.2. Industries  
   Currently  Companies  form  all  kind  of  industries  have  already  reshored  the  totality  
or   part   of   their   production   to   the   U.S.   According   to   A.T.   Kearney   the   following   chart    
represents   in   a   more   visual   way   the   percent      of   reshoring   cases   attributed   to   each  
industry.  
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   Even  if  electrical  equipment  and  transportation  industries  are   leading  the  current  
distribution  of  reshored  companies,  costs  shifts  and  other  regulations  are  about  to  change  
the   actual   listing.      These   changes  will  make   reshoring  a   very   attractive  option   for   some  
industries.    In  order  to  observe  the  industries  more  affected  by  cost  changes  and  possible  
adoption  of   reshoring  we  are  going   to   focus  on  the  study  that  Boston  Consulting   Group  
(BCG)  released  on  March  2012  where  they  identified  these  industries  and  the  reasons  of  
their  shifting  point.  
   BCG   on  March   2012   analyzed   the   primary   industry   groups   to   identify   the   most  
likely   to   be   influenced   in   the   years   ahead   by   changing   global   cost   structures.   They  
identified  seven   industry  groups  that  accounted  for  $200  billion   in  goods   imported  from  
China  for  which  rising  costs  in  China  will  likely  prompt  manufacturing  of  goods  consumed  
in  the  U.S.  to  return  to  the  U.S.  
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The  seven  groups  highlighted  by  The  Boston  Consulting  Group  are  the  following:  
BCG  March  2012  
  
? computing  and  electronics    
? machinery  
? electrical  equipment/appliances  
? transportation  equipment  
? plastics  and  rubber  
? Chemicals,  and  primary  metals.  
     
   The  economic  impact  would  be  significant.  Production  of  10  to  30  percent  of  the  
goods  that  the  U.S.  now  imports  from  China  in  those  seven  groups  could  shift  back  to  the  
U.S.  before  the  end  of  the  decade,  adding  $20  billion  to  $55  billion  in  output  annually  to  
the  domestic  economy.  BCG  estimates  that  the  relocation  of  manufacturing   from  China,  
combined  with   increased  exports  due   to   improved  U.S.   competitiveness   compared  with  
Western  Europe  and  other  major  developed  markets,  will  directly  and  indirectly  create  2  
million  to  3  million  jobs  in  the  U.S.,  reduce  unemployment  by  1.5  to  2  percentage  points,  
and   lower   the  nonoil-­‐related  merchandise  deficit  by  25   to  35  percent.   In   fact,  given  the  
many   changes   sweeping   the   global   economy,   BCG   believes   that   their   estimates   are  
conservative.  
   This  new  scenario  offers  a  very  different  possible  future  for  the  U.S.  Manufacturing  
and   the   global   competitiveness   of   the   U.S.   trade   performance.   By   contrast,   as   BCG  
comment,   companies   that   continue   to   treat   China   as   the   default   low-­‐cost   option   for  
supplying  U.S.  markets  on  the  basis  of  wage  rates  alone  could  soon  find  themselves  at  a  
competitive   disadvantage.   Although   still   in   the   early   stages,   production   shifts   resulting  
from  changing  cost  structures  are  already  visible  in  recent  sourcing  moves  by  companies  
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across  a  range  of  manufacturing  industries.  Other  companies  are  exploring  the  possibility  
of  locating  future  production  capacity  in  the  U.S..30  
    
3.3.  Shale  Gas31  
   The  Chemical  industry  and  the  Heavy  Metal  industry  are  the  most  likely  to  consider  
reshoring  as  a  very  provable  option.  Both  industries  have  in  common  the  relevant  use  of  
energy   in   order   to   run   their   production.   More   precisely,   the   chemical   industry   is   the  
largest  natural-­‐gas-­‐consuming  industry  in  the  U.S.  
General  
   Shale  gas  has  fundamentally  changed  the  U.S.  energy  picture,  providing  a  boon  in  a  
stagnant  economy.  A  decade  ago,  shale  gas  and  liquids  production  were  inconsequential.  
??? ???? ???? ??????? ???????????? ???????????????????? ?????????? ???????????????????? ??????  
wellhead  natural  gas  prices,  because  of  the  historic  linkage  between  the  prices  of  the  two  
fuels.  In  2005,  the  damage  caused  by  Hurricanes  Katrina  and  Rita  to  the  U.S.  Gulf  natural  
gas   supply   infrastructure   caused   a   further   spike   in  wellhead   prices,   and   concerns   grew  
that  natural  gas  prices  would  continue  to  escalate.    
  
   As  shale  gas  production  has  accelerated,  U.S.  natural  gas  prices  have  plummeted.  
Although   the   severe   economic   recession   that   began   in   late   2008   and   the   resulting  
decrease   in   the  demand   for  natural   gas  have  contributed   to   lower  wellhead  natural   gas  
prices,  much  of  that  price  decrease  stems  from  the  rapid   increase   in  domestic  shale  gas  
supplies,  which   increased   almost   tenfold   between   2005   and   2010.  Moreover,   the   rapid  
                                                                                                                    
30  the  Boston  Consulting  group  press  release  March  2012  
31  this  part  is  based  on  the  article  of  Continental  Economics  on  January  2012,  The  Economic  Impacts  of  U.S.  
Shale  Gas  Production    on  Ohio  Consumers)  
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expansion  of  shale  gas  production  in  the  United  States  has  created  hundreds  of  thousands  
of  new  jobs  directly  and  in  supporting  industries  
  
Sources  of  Natural  Gas  
  
Image  5-­‐  Sources  of  Natural  Gas  //  Source32  
                              Nearest   the  surface   is  coal  bed  methane,  which   is   just  natural  gas   found   in  coal  
seams.   Associated   gas   is   natural   gas   that   is   found   on   top   of   crude   oil   deposits.   Often,  
crude   oil   wells   produce   both   crude   oil,   natural   gas,   and   so-­‐??????? ????????? ???? ?????????
???????????????????????????????????????????????????????h  as  propane  and  butane.  In  other  
cases,  natural  gas  is  found  in  separate  deposits,  called  non-­‐associated  gas.  Further  below  
?????????????????????????????-­‐??????????????????????????????????????????????????????????????
                                                                                                                    
32  this  image  is  from  the  article  of  Continental  Economics  on  January  2012,  The  Economic  Impacts  of  U.S.  
Shale  Gas  Production    on  Ohio  Consumers  
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sandstone   formations   and   which,   because   sandstone   has   low   permeability,   cannot  
migrate  further.  Further  below  still  lies  shale  gas.  
  
Shale  innovation  and  price  impact  
                By  the  late  1970s,  natural  gas  was  already  known  to  exist  in  deep  shales,  such  as  the  
Barnett  in  Texas  and  Marcellus  in  Pennsylvania  .  However,  the  technology  to  retrieve  gas  
????? ????? ????-­‐?????????????? ?????? ???? ???? ??????? ??? ???? ???? ?????? ???? ?????? ????  
improvements  in  hydraulic  fracturing,  a  drilling  technique  that  had  been  widely  used  since  
the   1940s   to   enhance   production   in   existing   oil   and   gas   wells,   began   to   change   the  
economics  of  shale  gas.    
              According  to  ??????????????? ???????????????????  on  January  2012  from  Continental  
Economics   report,   for   each   Tcf   (Trillon   cubic   feet)   of   shale   gas   produced,   the   average  
annual  wellhead  price  would  be  $0.46  per  Mcf  (Million  cubic  feet)  lower.  Equivalently,  the  
average   wellhead   price   would   be   $0.46   per   Mcf   higher   for   each   Tcf   of   shale   gas   not  
otherwise  available.  The  following  tables  show  the  Shale  Gas  price  impact  from  1990.  
  
Source:  Continental  Economics  on  January  2012  
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Source  Continental  Economics  on  January  2012  
  
                        In   conclusion,  we  observe   that   shale   gas   innovations  have  had   a  great   impact  on  
the   price   of   energy   and   more   precisely   natural   gas.   This   is   a   fundamental   driver   for  
industries  that  have  an  important  consumption  of  energy  in  their  manufacturing  process.  
  
4. NEARSHORING  
                    After  considering  the  different  industries  that  are  more  bound  to  reshore  we  present  
other  options  for  those  industries  or  companies  that  are  not  that  dependent  on  energy  or  
proximity   to   the   customer   but   at   the   same   time  want   to   continue   to   produce   at   lower  
costs   than   U.S.   A   common   option   for   those   companies   is   to   nearshore.     When  we   are  
talking  of  nearshoring  we  are  referring  at  the  fact  of  sourcing  work  from  an  adjacent  low-­‐
cost  country  close  to  the  targeted  country.    
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                  According  to  PrimeAdvantage,  an  important  consortium  for  midsized  manufacturers,  
on   its   annual   Group   Outlook   survey   on   2013,   most   of   its   companies   are   seeking   the  
benefits   of   nearshoring.  More   than   one-­‐in-­‐five   respondents   have   brought   international  
sourcing  closer  to  the  United  States.  Continuing  with  their  findings,  more  than  70%  of  the  
respondents  increased  their  material  and  service  purchases  from  American  suppliers  and  
service  providers.  More  precisely,  Mexico  was  the  second  choice  for  sourcing,  with  nearly  
28%   of   the   respondents   moving   sourcing   to   that   region.   The   most   frequently   cited  
benefits   that   manufacturers   hope   to   see   in   nearshoring   are   shorter   lead   times,   as  
indicated   by   67%   of   respondents,   and   lower   inventories   (49%).   Among   other   benefits,  
companies   cited   better   supply   chain   control   (40%)   and   better   overall   communication  
(39%).33    
                              In   conclusion,   we   can   attribute   this   popularity   for   middle   sized   companies   on  
nearshoring  because   is  not  as  risky  as  a  reshoring  because  the  company  still  can  benefit  
from   low-­‐cost   labor   but   it   is   possible   to   have      a   better   control   of   the   supply   chain   .  
Moreover,   the   fact   that   the   production   is   closer   to   the   targeted   market   it   enables  
companies   to   cover   risks   in   terms   of   transportation,   time   zone   difference   and   strong  
language  and  cultural  difference  (Chinese  vs.  English).  Apart  from  middle  sized  companies,  
nearshoring  is  currently  a  very  common  option  for  the  motor  vehicle  industry  for  the  same  
reasons  previously  explained.  
  
  
  
  
  
                                                                                                                    
33  PrimeAdvantage    press  release  on  March  4,  2013  on  Group  Outlook  survey  
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5. RESHORING:    RISKS  AND  DRAWBACKS34    
  
                          ??????? ??? ???? ?????? ????????? ????? ?????? ??????? ??????? ?????? ??????? ????? ?????
demonstrate  supply  chain  leaders  today  consider  more  factors  in  supply  chain  design  and  
implementation  than  in  the  past.  Participants  concurred  that  location  decisions  are  more  
complex  and  nuanced  today.    
                          In  the  past,  Asia  was  the  default  choice  due  to  its  low  labor  costs  and  the  fact  that  
the  disadvantages  of  an  extended  supply  chain  were  not  yet  fully  understood.  That  is  one  
of  the  main  reasons  why  re???????????????????????????????????????????????????????????????
been  a  long  learning  process  in  which  companies  have  gained  experience  with  offshoring  
and  understood  the  drawbacks  of  an  extended  supply  chain.    
At   the   same   time,   this   experience   has   enabled   professionals   to   foresee   the   different  
challenges   that   can   result   from   a   reshoring.   These   challenges   were   spotted   by  
professionals  on  September  2013  at  the  Sanford  Global  Supply  Chain  Management  Forum.  
According   to   the   participants   five   main   obstacles   were   identified:   A   limited   vertical  
ecosystem,  the  skill  base  of  US  manufacturing  companies,  company  internal  incentives,  Us  
tax  and  regulatory  policies,  and  design  for  automation  challenges.  
? Limited  vertical  intergration  
  
                        While  a  company  may  decide  to  reshore  specific  value-­‐added  activities,   its  
unique   vertical   value   chain   is   critical   to   maximizing   the   potential   speed   and  
flexibility   of   reshoring.   At   the   same   time,   some   participants   noted   that   if   the  
vertical   stack,   tooling   capabilities   in   particular   is   not   available   locally,   reshoring  
benefits  will  not  be  fully  realized.  
  
                                                                                                                    
34  based  on  the  press  release  Going  beyonce  reshoring  to  right-­‐shoring  from  PWC  on  September  2013  
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? US  manufacturing  skill  base  
  
                    Specific  manufacturing  skills  are  required  to  boost  productivity  and  improve  
quality.  Participants  noted  that  these   skills  have  atrophied   in  the  US  as  the  focus  
on  manufacturing   has  waned.   Conversely,   companies   are   enthusiastic   about   co-­‐
locating  manufacturing  and  design   as   a  means   to   improve   innovation,   processes  
and  results  
  
  
? Internal  company  incentives  
  
                        In   general,   internal   company   incentives   focus   on   tangible   cost   reductions  
that  are  often  translated  to  the  supply  base  to  achieve  quarterly  cost  reductions.  
This   focus   makes   it   difficult   for   the   supply   base   to   reshore   along   with   its  
customers.   Typical   incentives   also   discourage   softer   considerations,   such   as   risk  
????????????????????????????????????????????????????????????????  
  
? US  tax  and  regulatory  policies:  
  
                        Participants  noted  that  US  policies  are  a  major  roadblock  to  reshoring  and  
represent   a   significant  need   for   improvement.  While   change   is   difficult   to  make,  
even  at  the  state  level,  one  prominent  Silicon  Valley  executive  urged  attendees  to  
work   together   to   improve   these   policies   and   develop   educational   initiatives.  
Participants  agreed  that  this  type  of  action  could  be  beneficial  to  the  entire  vertical  
ecosystem.  
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? Design  for  automation  challenges:  
  
                    Speakers   noted   that   higher   cost   countries   should   leverage   technology   to  
mitigate  their  transformation  cost  disadvantage.  Doing  so,  however,   it  will  require  
that  companies  redesign  products  and  processes  to  facilitate  automation.  
  
  
Supplier  dependency    
  
                  ?????????????????????????????????????????????????????????????????????????? ????
controlled  by   the  company  and  need   to  be  addressed  by  a  unified  effort.   In   fact  
this   is   one   of   the   main   challenges   of   reshoring.   While   is   it   true   that   reshoring    
brings  many  advantages  to  companies  and  avoids  the  high  risk  and  high  inventory  
levels,   its   conditioned   by   which   percent   of   the   company   system   follows   the  
company.  
  
                  Indeed,  a  company  is  not  an  isolated  element,  on  the  contrary,  a  company  is  
the  central  element  of  a  system,  from  which  it  is  highly  dependent.  If  the  company  
???????? ??? ???????? ???? ???? ?????? ?????? ??? ???? ???????? ????? ???? ????????? ??????
follow,  then,  the  company  can  be  in  really  big  trouble.  Relationships  with  suppliers  
can  be  in  a  lot  of  case??????????????????????????????????????????????????iveness  in  
the   market.   Sometimes   the   company   is   developing   a   new   product   through   a  
partnership  with   a   supplier  of   delivers   a   special   service  with   a   supplier.   The   fact  
that  the  company  leaves  the  environment  implies  in  the  majority  of  cases  to  build  
again   these   relations   and   in   some   cases   can   take   an   amount   of   time   that  
????????????????????????????????  
  
                  In  order   to  attract   the  whole   supply   chain  and   influence   their   reshoring   the  
company   has   to   have   a   high   buyer   power   and   usually   have   a   considerable   size.  
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??????????? ?? ???? ?????????? ??????? ?????????? ???? ????? ?????? ??? ???????? ????????
???????????????????????????????????????????????????????????????????????????????????
their  current  position  in  the  market.      
Other  challenges  
                  Another   important   concern   is   the   fact   that   the  U.S.  manufacturing   landscape   is  no  
longer  dominated  by  important  and  large  sized  firms  like  Kodak,  IBM  and  Dupont.  On  the  
contrary,  the  manufacturing  sector  is  dominated  by  middle  sized  firms.  The  problem  that  
this  shift  has  created  is  that  the  U.S.  manufacturing  was  used  to  rely  on  these  large  firms  
?????????????????????????? ???????????????????????? ????????????? ??????????????????????
have  enough  money  to  be  in  charge  of  aspects   like  training  workers,  commercialize  new  
products  and  procure  financing  on  their  own.  The  consequences  of  this  situation  are  that  
the   U.S.   manufacturing   environment   is   lacking   some   fundamental   tools   to   ensure   the  
competitive  position  and  success  of  their  companies.  
                  By   contrast   over   the   years,   because   China   acquired   manufacturing   from   so   many  
firms,   its  domestic  partners  also  acquired  most  of  foreign  technology  which  has  enabled  
them   to   develop   essential   supply   lines.   Just   as   American   auto  manufacturers   remained  
competitive  in  part  because  domestic  supply  partners  are  strong,  industries  that  relocated  
to  China  have  high  tech  and  long  Chinese  supply  chains  to  support  them  
The  following  table  shows  a  summary  of  the  main  pros  and  cons  of  reshoring:  
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Source:  press  release  Going  beyond  reshoring  to  right-­‐shoring  from  PWC  on  September  2013  
  
6. RESHORING:  WHEN  AND  WHERE35    
CRITICAL  FACTORS  
Detecting  critical  factors  
                  ????? ???????????? ???????? ?????????? ??? ?????? ???? ????? ????????? ????? ? ???????? ???
????????????????????????? ?????????? ???????????????????????????????????????????????????
such   ???? ?????? ???? ????? ?????? ??????????? ?? ???? ???? ?????????????? ?????? ???????????
requires   thinking   through   potential   scenarios.   In   a   typical   scenario   planning   exercise,  
alternative   futures   or   scenarios   are   developed   by   generating   interactions   between   the  
macroeconomic  environment  and  the  industry  environment.    
                  The   first   step   involves  determining   the   timeline  that  you  need  to  consider   to  make  
sure   the   cost   and   capital   related   to   reshoring   are   adequately   paid   back.   Given   that  
                                                                                                                    
35  ?????????????????????????????????????????????????????????????????? ???????????????????????????????????
Pramod  Gupta,  Hector  Gutierrez,  and  Aakash  Gupta  on  Supply  Chain  Management  review,  January  2014  
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timeline,  you  then  need  to  determine  the  set  of  macroeconomic  and  industry  trends  that  
can   drive   change   in   your   business   to   the   extent   that   it   could   impact   your   reshoring  
decision.   The   list   of   trends   or   business   drivers   obviously   depends   on   the   business  
environment  that  your  company  competes   in  but,  regardless  of  industry,  these  exercises  
usually  result  in  a  healthy  list  of  10  to  15  factors  that  could  affect  the  reshoring  dilemma  
                  Then,   lay   out   different   scenarios   in   which   these   variables   affect   positively   and  
negatively  to  the  process  and  decide  considering  the  probability  of  each  outcome  whether  
the   decision   to   reshore   is   future-­‐proof.   The   reshoring   evaluation   team   can   then   easily  
share  its  findings  to  stakeholders,  refine  and  necessary,  and  move  on  to  the  next  step.  
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Ready  for  reshoring?  
                  While   the   macroeconomic   math   can   provide   directional   confirmation   that   the  
environment  is  ripe  for  you  to  consider  reshoring,  several  internal  factors,  specific  to  each  
company,  will  have  to  be  further   investigated  before  announcing  any  strategic  reshoring  
move  publicly.  
                  For   example,   available   capacity   is   one   of   the   more   important   factors   to   consider  
when  assessing  reshoring  attractiveness  as  it  can  provide  multiple  economies  of  scale  and  
????????????????????????? ???????????????? ??????????????? ???????????????????? ??? ?? ????????
determines  that  they  can  make  enough  existing  capacity  available,  by  adding  shifts  or  by  
restarting  a  mothballed  operation  to  meet   the  needs  of   its  business,   they  can  avoid   the  
???????????? ???????? ??????????? ??????? ????????? ??? ?????? ???? ???????????? ????????? ?????
though   the   short-­‐term   savings   and  benefits   that   reshoring   to  existing   sites  provides   are  
substantial,   companies   could   be   missing   out   on   long-­‐term   savings   or   advantages   that  
other  manufacturing-­‐hungry  destinations  and  their  governments  may  offer.  Other  factors  
that   may   impact   the   best   ownership   scenario   for   the   reshored   operation   include  
intellectual  property  concerns,  need   for  direct  control  over   the  operation,   total   volume,  
and  redundancy  considerations.  
                  Once  availability  of  internal  capacity  or  the  right  ownership  model  for  new  capacity  is  
established,   different   internal   capabilities   must   be   assessed   and,   if   needed,   the   cost  
associated  with  any  required  improvements  should  be  included  in  the  reshoring  business  
case.  Readiness  factors  must  be  weighed  and  evaluated  rigorously  in  order  to  determine  if  
reshoring   is   the   right   decision   for   the   company.   These   factors   include   practical  
considerations  that  will  also  play  a  role  in  the  successful  execution  of  the  reshoring  effort,  
?????????? ?????????? ??????????? ??? ???????????? ??chnical  expertise,  experience   in  building  
greenfield   sites   and   in   ramping-­‐up   the   new   reshored   operation,   and   experience   in  
managing  large  projects  effectively.  
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                  Skills   availability,   in   particular,   has   become   an   area   of   concern   as   long-­‐term  
demographic   trends  continue   to  play  out.  As  a   result  of  years  of  widespread  offshoring,  
the   skilled   trades?such  as   electricians,   advanced  machinery  operators,  and  plumbers?
have  become  the  most  in-­‐demand  segment  of  the  U.S.  workforce.  Across  industries,  more  
than  three  out  of   four  manufacturers  reported  they  have  a  need  to  fill  certain  skill  gaps  
over  the  next  12  to  24  months  36  
                  Not  being  able  to  find  skilled  resources  that  could  be  plugged  in  immediately  may  not  
be   that  big  of  a  deal?   if   solid   training  programs  were  available.  Unfortunately,   training  
was  often  a  casualty  during  down  times  as  companies  looked  to  cut  costs.  A  building  block  
??????? ???????? ??? ???? ??????? ??? ?????? ???????? ??????? ?????????? ???? ??? ????????? ??? ??
manufacturing  environment  is  standard  operating  procedures  (SOPs).  SOPs  are  in  place  at  
?? ???? ???? ?????????????? ???????? ???? ???????? ????? ??????? ????????? ??? ????? ??????? ???
operations   that   were   sent   overseas.   A   company   must   therefore   anticipate   the   skills  
shortage  by  taking  an  honest  assessment  of  its  workforce  readiness  and  the  potential  fixes  
(such  as  training  and  SOPs)  and  developing  plans  to  leverage  its  existing  workforce  to  the  
maximum  extent  possible.  
                  For   some   reshoring   readiness   factors,   the   evaluation   may   be   largely   qualitative.  
However,   it   will   help   identify   the   key   decision   drivers   and   some   of   the   potential   pain  
points   a   company   may   face   during   implementation,   and   provide   an   understanding   of  
where  the  reshoring  business  case  stands.  
The  following  table  is  a  summary  of  the  reshoring  readiness  factors  and  decisions:  
  
  
  
                                                                                                                    
36  The  Global  Manu????????????????????????????????????????????? ?????????????  
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6.1. Where  to  reshore  
                  A  thorough  location  selection  exercise  must  be  conducted,  including  an  evaluation  of  
quantitative  cost  measures  and  qualitative  capability  assessments.  The  evaluation  of  these  
location   selection   factors   includes  defining   the   right   factors,   setting   a   specific  weight   to  
each  factor,  and  rating  the  performance  of  each  factor  for  each  of  the  selected  locations  
(cities  or  states).  The  following  table  represents  an  example  of  location  selection  factors:  
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                  The  location  selection  factors  mentioned  above  provide  a  good  template  to  compare  
and  shortlist  potential  reshoring  locations.  As  previously  discussed,  labor  availability  is  an  
operating  risk  that  companies  should  be  particularly  sensitive  to.   In   fact,   the  research  of  
Partrick  van  den  Bossche  and  his  associates  found  that  26  percent  of  companies  that  have  
reshored   ,   they   moved   to   new   locations   picked   those   locations   based   primarily   on  
advantaged  skilled   labor,  supply  chain  ecosystem  synergies,  and  proximity  to  customers.  
Skilled  labor  and  customer  proximity  are  obvious  in  that  equation.  However,  factors  such  
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as   the   economies   of   scope   and   network   externalities   that   existing   business   ecosystems  
provide  are  often  hard  to  measure  independently.  
                  Choosing  the  reshoring  location  is  one  of  the  most  critical  decisions,  not  only  for  the  
reshoring   company   but   also   for   the   potential   destination   locations.   State   economic  
development   programs   have   acknowledged   the   reshoring   trend   and   the   economic  
benefits  that  come  with  it,  and  are  actively  benchmarking  and  improving  their  offerings  to  
attract   operations   that   are   being   reshored.   A   best   practice   in   determining   the   right  
location   to   reshore   is   to   understand   the   perspective   of   the   potential   host   locations   by  
engaging  and  collaborating  with  them  to  find  the  best  reshoring  scenario  for  both  sides.  
                  ???????????????????????????????? ???????????understand  where  your  company  ranks  on  
?? ???????? ??????????????? ?????????????????? ???????????? ???????? ????? ?????????????????????
will   be   in   order   to   find   the   sweet   spot   for  both   partners.   Also,  when  defining   the   right  
?????????????????????????? ????????????eep  in  mind  that  what  is  right  today  may  not  be  right  
tomorrow.  Using  the  scenarios  defined  as  part  of  the  exercise  to  
                  In  conclusion,  k???????????????????????????????????????????????????good  candidates  
for   reshoring,   even   under   multiple   future   scenarios,   is   only   half   the   task.   Testing   your  
readiness   and   deciding   who   should   own   the   operation   and   where   the   best   reshoring  
location  should  be  is  equally  important.  
  
7.   IS  THERE  A  ?????  ???????  
                  There   are   some   industries   that   are   not   likely   to   ever   come  back   to   the  U.S.   These  
industries   are   very   labor-­‐intensive   like   the   textile   Industries.   These   industries,   with   the  
rising  costs  in  China,  are  going  to  look  for  the  next  low-­‐cost  countries  emerging,  ready  to  
welcome  foreign  manufacturing.  ?????????????e  the  next  China  if  it  continues  to  maintain  
a  difficult  environment  for  companies  to  invest   in.  Currently,  there  are  many  restrictions  
to   lay  off  employees  or  even  closing  down  a   company  can  take  you  more   than  5  years.  
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??????? ?????????????????????? ??? ???? inefficiency  of   the   judicial  power.  Many   companies  
that   are   currently   established   in   India,   specify   in   contracts   with   important   suppliers   or  
partnerships   that   any   problem   between   both   companies   should  will   be   resolved   under  
foreign  judicial  powers,  mostly  UK.  
                      Apart  from  India  there  are  other  countries  that  are  willing  to  open  its  frontiers  and  
attract   companies   with   their   low-­‐cost   wages   and   tax-­‐holidays.         Some   examples   are  
Vietnam,   Indonesia,   Bangladesh   or   Malaysia.   The   problem   with   these   countries   is   the  
incredible  Chinese  influence  they  have.  In  other  words,  many  of  the  local  business  are  run  
by  Chinese  people,  and  so  Chinese  companies  can  still  have  influence  in  strategic  decisions  
or  partnerships.      
The  question  is-­‐  Do  all  the  booming  economies  are  in  Asia?  
7.1. Africa  the  next  frontier?37  
??????????????????  
There  are  several  reasons  why  Africa  could  become  the  next  frontier.  Africa  is  made  up  of  
54   countries  with   a   combined  GDP  of   over   two   trillion,   a   population  of  more   than   one  
billion,   a  mobile  market   growing   at   over   100   per   cent   and   a   growing   trend   towards   IT  
adoption  and  IT  outsourcing.  
                  Possibly  the  last  major  economically  untapped  region,  Africa  ranks  among  the  faster  
growing  markets  worldwide  when  it  comes  to  deployment  of  IT.  Considering  the  previous  
?????? ??? ?????? ????? ????? ??????? ???? ?? ???? ???????? ??? ?????? ??? ? ???? ???? ??????????????
conception.   While   is   it   true   that   Africa   is   still   a   very   politically   unstable   territory   and  
poverty   is  still  significant,   things  are  changing  and   there   is   few  international  coverage  of  
these  changes.  Mobile  penetration  has  jumped  from  less  than  2  percent  in  2000  to  more  
than  60  percent  in  2011.  The  same  year,  for  the  first  time  in  history,  a  majority  of  African  
nations  were  governed  by  democraticall??????????????????? ???????????????????????????????
                                                                                                                    
37  Deloitte  in  Africa,  2013  
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has   tripled  over   the   last  30  years,  with  one   in  three  people  now  considered  to  be   living  
above  the  poverty  line.  At  the  same  time,  Africa  has  a  very  young  population  with  62%  of  
the   population   in   Africa   under   25   years.   This   fact   will   ensure   future   consumer   base;  
???????? ???????????? ????? ?????? ?????? ???????????? ????????? ??????????? ???? ????????? ?????
reduce  from  63%  in  2010  to  51%  in  2050.  
                  Not   only   things   are   changing   but   future   estimations   are   still   more   optimist.  More  
precisely,   by   2040   the   continent   is   projected   to   have   a   larger  workforce   than   China   or  
India,  totaling  more  than  1.1  billion  people.  The  current  trajectory  suggests  also  that  the  
African  middle  class  will  grow  to  1.1  billion  (42%)  in  2060.  
Business-­‐friendly  environments  
                  Even  though  the  estimations  suggest  a  very  optimist  environment  for  doing  business,  
many   considerations   have   to   be   taken   in   order   to   succeed.   It   is   vitall   for   companies   to  
define   and   understand   the   term  middle   class   in   Africa.   The   African   Development   Bank  
(AfDB)  defines  the  African  middle  class  as  those  spending  between  US$2  and  US$20  a  day.    
??????????????????????????????????????????????????????????????????????????????????????????
???? ??????? ????? ?????????? ??????? establish.   In   terms   of   residence,   middle   class  
households   tend   to   reside   in   bigger   and   more   permanent   dwellings   equipped   with  
??????????????????????????????????????????????????????????????????????????????????????????
lives  in  cities,  but  that  segment  accounts  for  80  percent  of  total  GDP,  according  to  the  U.N.  
                  Business   success   will   be   found   in   dynamic,   rapid   growing   cities   that   embrace   the  
????????????????????????????????????????????????????????????????????????????????????????
is,   in   fact,   being   primarily   driven   by   retail,   financial   services   and   telecommunications.  
???????????????????????????????????????????????????????????????????????????????????????????
growing  on  the  back  of  mining  and  commodities.    
                  Moreover,  statistical  data  show  a  link  between  those  African  countries  with  very  low  
internet   access   and   low   levels   of  health,   education,   and   income.   This   seems   to   indicate  
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that   there   is   a   correlation   between   mobile   phone   uptake   and   socio-­‐economic  
development.  A  recent  Deloitte  study,  for  example,  found  that  a  10%  increase  in  mobile  
phone  penetration  is  linked  to  an  increase  in  a  middle/low  income  country  GDP  of  1.2%  .  
                  It   is   important   to   remember   that   61%   of   the   population   still   survives   on   less   than  
US$2   a   day   in  Africa.   Clearly,   for   those   companies   seeking   to   expand  on   the  Africa  will  
have  to  do  things  differently.  
                  For   financial   institutions   it   should   be   offered   more   credit   facilities   and   ideally,  
unsecured  lending.  For  consumer  products,  companies  will  have  to  repackage  goods  into  
smaller   units   to   suit   local   affordability.   For   vehicle   manufacturers,   they   will   have   to  
partner  with  a  bank  and  offer  vehicle  financing.  
                  Companies  have  also  to  remind  that  there  is  not   just  one  Africa.  Clusters  of  African  
countries  share  language,  culture,  borders,  and  trade  and  financial  agreements,  but  they  
all   require   vastly  different   approaches   to  business.   Companies  will   need   to   address   this  
diversity.  
The  two  countries  with  higher  potential  are  Kenya  and  Nigeria.  
  
38Kenya  
                  Kenya   is  east  African  biggest  economy.  Kenya  has  adopted  a  strategy  that  has  seen  
more  investors  venture  into  it.  Due  to  the  small  Kenyan  domestic  market  since  Kenya  has  
an   approximate   population   of   40   million   people,   it   has   been   building   quite   big  
infrastructure   projects   so   as   to   link   itself   with   other   east   African   countries   such   as  
Tanzania,  south  Sudan,  Uganda,  Rwanda,  Burundi,  Somali  and  Ethiopia;  this  making  itself  
the  hub  of  east  Africa.  Moreover,  Chinese  companies  are  participating  in  the  construction  
                                                                                                                    
38  www.investinkenya.com  
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of   a   standard   gauge   railway   line   from   the   Coast   to   serve   what   has   been   termed   the  
Northern  Corridor  which  includes  South  Sudan,  Uganda,  Burundi  and  Rwanda.  
                Kenya  has  a  very  substantial  private  sector,  including  a  significant  number  of  foreign  
investors  and  is  touted  as  one  of  the  most  resilient  in  the  world.  The  country  has  always  
been  a  market   economy.  Kenya  has  had   its   economy  being  driven  by  agriculture   in   the  
past  years  but  have  opted   for  other  means   such  as  mining,   tourism  and   trade.   In  2011,  
Kenya  became  the  first  African  country  to  launch  an  open-­‐?????????????????????????-­‐data  
agenda  is  part  of  a  broader  movement  to  find  new  ways  of  using  technology  to  increase  
civic   participation,   to   support   distributed   innovation,   and   to   make   development   more  
participatory   and   transparent.   Finally,   since   the   re-­‐emergence   of  multiparty   democracy  
and   promulgation   of   a   new   constitution   in   2011,   Kenyans   have   enjoyed   an   increased  
degree  of  freedom.  
Nigeria39  
                  Nigeria   is  Africa's  most  populous  country.   It   is  also  Africa's  second   largest  economy  
after  South  Africa.  Nigeria  offers   the  market   in   sub-­‐Saharan  Africa,  with  a  population  of  
about  120  million  people.  The  Nigerian  market  potential  also  stretches   into   the  growing  
West   African   sub-­‐region.   The  Government   has   created   a   favorable   climate   for   business  
and   industrial   ventures.   Administrative   and   bureaucratic   procedures   have   been   greatly  
streamlined.  The  Government  has  put  in  place  policies  and  programs  that  guarantee  a  free  
market  economy,  benefiting  from  the  stable  political  environment.  
                  Nigeria  has  enormous  resources,  most  of  which  are  yet  to  be  fully  exploited.  Nigeria  
is  among  the  top  ten  oil  producing  nations  of  the  world.  Even  so,  in  recent  times,  focus  is  
being  directed  at  non-­‐oil  exports  and  agriculture,  which  presently  accounts  for  30%  of  the  
????????????????????????????????????????????????????????????????????? ?????????????????????
and  export  of  natural  gas,  bitumen,  limestone,  coal,  tin,  gold,  silver,  lead-­‐zinc  and  iron  ore,  
among  others.    
                                                                                                                    
39  Nigerian  investment  promotion  commission  ,  www.nipc.gov.ng  
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Conclusion  
                  Finally  in  order  to  explore  a  deeper  penetration  in  the  market,  several  aspects  should  
be   considered.   Companies   should   develop   models   that   allow   for   the   average   African  
consumer  and  industry,  to  access  the  product  offered.  Talent,  market  knowledge,  and  risk  
are   bottlenecks   in   Africa.   Consequently,   companies   must   invest   aggressively   in   people,  
market  intelligence,  and  risk  management.  Because  distribution  is  so  challenging  in  Africa,  
companies  need  to  have  sufficient  control  to  ensure  that  goods  and  services  are  delivered  
as  promised  into  the  heartland  and  not  just  along  the  coast.    
                Africa  is  definitely  a  possible  new  China  but  the  current  situation  in  Africa  is  not  stable  
enough  to  ensure  the  success  of  the  companies  that  invest  the???? ???????????????????????
????? ????????? ?????????????????????? ????????? ???? ??????????????  
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V. RESHORING CASE 
 
1. GENERAL ELECTRIC  
APPLIANCE  PARK-­‐  LOUISVILLE,  KY  
  
Image  6:  aerial  view  of  the  appliance  park    
1.1. GE  Overview  
   General   Electric,   also   known   as   GE   is   an   American   Multinational   corporation,  
headquartered   in  Fairfield,  Connecticut.  The  company   is  organized   in  different  segments  
that   operate   in   different   industries.   The   segments   in   which   GE   is   divided   in   are   the  
following:  
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-­‐ Energy  
-­‐ Technology  Infrastructure  (no  longer  active  since  2013)  
-­‐ Capital  Finance  
-­‐ Consumer  and  Industrial  
   Within   the   Consumer   and   industrial   segment   there   is   GE   Home   &   Business  
Solutions,  which  has   two  primary   sub  businesses  GE  Appliances   and  GE   Lighting.   In   this  
part   we   are   going   to   study   the   reshoring   that   GE   underwent   on   its   GE   Appliance   sub  
business.  
1.2. GE  Appliances  Origins40  
   ??? ?????? ????? ???????? ????????? ????????? ???? ??????????? ?????? ???? ??????????
???????????????????????????????????????????????????????????  appliance  factory  so  much  as  an  
appliance  city.  Five  of  the  six  factory  buildings  were  part  of  the  original  plan,  and  early  on  
Appliance   Park   had   a   dedicated   power   plant,   its   own   fire   department,   and   the   first  
computer   ever   used   in   a   factory.   The   facility   was   so   large   that   it   got   its   own   ZIP   code  
????????? ??????? ????????????????? ????????????????????????????????????? ??? ????????????????
just  about  all  of  the  appliances  were  made.  
   By  1955,  Appliance  Park  employed  16,000  workers.  By  the  1960s,  the  sixth  building  
had  been  built,  the  union  workforce  was  turning  out  60,000  appliances  a  week,  and  the  
complex  was  powering  the  explosion  of  the  U.S.  consumer  economy.  
   ????????????? ????????? ??? ????????????????????????????????????????????? ?????????? ???
peaked  at  23,000  in  1973,  20  years  after  the  facility  first  opened.  By  1984,  Appliance  Park  
????????????????????????? ??????? ????????? ???????????????? ?????????????? ??? ?????????? ??????
????? ??????????????????????????????????????? ????????????????????????????????????????????
CEO,  Jeffrey  Immelt,  tried  to  sell  the  entire  appliance  business,  including  Appliance  Park,  
in  2008,  but  as  the  economy  nosed  over,  no  one  would  take  it.    
                                                                                                                    
40  based  on  the  Insourcing  boom,  the  Atlantic  2012  by  Charles  Fishman  
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   In   2011,   the   number   of   time-­‐card   employees,   in   charge   of   manufacturing   the  
appliances  went  down  at  1,863.  By  then,  Appliance  Park  had  been  in  decline  for  twice  as  
long  as  it  had  been  rising.  
Offshoring  
   For  years,  GE  outsourced  the  manufacturing  of  the  water  heater  to  China.  In  2009,  
GE  calculated  its  production  costs  and  considered  the  future  rising  costs  affecting  wages,  
materials   and   transportation   among   other   categories.  Moreover,   the   company   realized  
that  their  competitive  global  position  of  their  products  was  weakening  year  after  year.  GE  
needed   to   redesign   their   products   in   order   to   be   competitive   and   at   the   same   time,  
control  its  quality  better.  As  a  consequence,  GE  concluded  that  some  of  its  products  had  
??? ??? ??????????? ???? ???????????? ????? ??????????? ????????? ????? ??????????????? ??? ????
U.S.  
   In  the  midst  of  this  revival,   Immelt  made  a  startling  assertion.  Writing   in  Harvard  
????????? ??????? ??? ??????? ??? ????????? ????? ???????????? ??? ????????? ????????? ???????
????????? ??? ?? ??????????????? ???? ??? ????????????? ????? ????? ?????? ?????? ??? ?????? ??? ?????
Appliance  Park,  believing  it  to  be  a  relic  of  an  era  GE  had  transcended.  GE  spending  about  
????? ??????????????????????????????????????????????????????????????????????????????????????????
?????? ??? ??????????? ??? ??? ????? ???????? ?? ?????? ??? ???? ??? ??? ????? ???? ????? ?????
???????41    
  
1.3. WHY  
   GE  appliances  realized  year  after  year  that  while  new  competitors  were  innovating  
and   gaining   competitiveness,   GE   offered   more   and   more   similar   products   focused   on  
????????????????????????????????????????????????????????????????????????????????????????????
design.    
                                                                                                                    
41  insourcing  boom  ,  Atlantinc  2012  by  Charles  Fishman  
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   Moreover,  the  market  started  changing  the  requirements  of  the  products.  Clients  
wanted  models  to  come  up  more  frequently  and  change  their  current  appliances  for  new  
??????????? ? ??????????????????????????????????????????????????????????????????????????????
far   from   their  U.S.   clients   caused  GE   to   be   less   responsive   to   their   clients   and   increase  
dramatically   the   costs   of   designing   and   then  manufacturing   the   new   line.   The   fact   that  
design  was   located   in  the  United  States  and  manufacture   in  China  created  an   important  
communicative   gap   between   both   parts   of   the   process   and   also   implied   very   high  
redesigning  costs.  
   Surprisingly,   not   so   long  ago   refrigerators  were  expected   to   last   for   about   seven  
????????????????????????????????? ?????????????????? ????? ???????????????? ?????????????
or  three  years.  This  phenomenon  is  not   limited  to  GE.  The   impatient  cycle  of   innovation  
and  new  products   beloved   in   the   electronics  world  has   been   transferred   to   all   kinds   of  
consumer   categories.   Products   that   once   seemed   mature   are   now   being   reinvigorated  
with   cheap   computing   technology.   And   the   product   life   cycle   is   speeding   up   as   many  
????????????????????????????????????????????????????????????????????????????????????????????
a  while  to  settle  into  a  new  product,  a  new  design.  They  face  a  learning  curve.  But  models  
that  have  a  run  of  only  a  couple  years  become  outdated  just  as  the  assembly  line  starts  to  
hum.  That,  too,  makes  using  faraway  factories  challenging,  even  if  they  are  cheap.42  
  
?????????????  
   CEO  Jeff  Immelt  highlighted  three  main  drivers  that  finally  convinced  GE  to  support  
the   reshoring   decision.   Firstly,   the   fact   that   the   new   lines   were   going   to   be   operation  
under   a   lean   environment,   from  managerial   decisions   to   the   operating  workers   on-­‐site.  
Secondly,   the   cooperation   of   unions   helped   to   establish   the   new   line  with   a  workforce  
that  accepted  to  work  at   lower  wages.  More  precisely,  they  accepted  to  move  to  a  two-­‐
tier  workforce,   being  paid  $13  per  hour   compared   to  $22  per  hour   for   those  employed  
                                                                                                                    
42  Insourcing  boom,  Atlantinc  2012  by  Charles  Fishman  
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before  2005.  Finally,   the   last   factor   that   conducted  GE  managerial   team  to   reshore  was  
the  support  of  the  government,  that  transferred  to  GE  $17  million  in  incentives.  According  
to  the  Boston  Consulting  Group,  as  quoted  by  the  FT,  rising  pay   in  China  means  that  US  
wages,  which  were  4.6  times  Chinese  levels  in  2005,  adjusted  for  productivity,  will  be  just  
2.3  times  by  2015.  Add  to  that  rising  freight  costs  as  the  oil  price  increases,  managing  the  
extended  supply  chain  and   loss  of   speed  to  market   flexibility  and  you  further  erode  any  
benefit  in  production  being  moved  to  Asia.  
   He  also  mentioned  that  GE  needed  to  be   introducing  and  enhancing   its  products  
not   every   couple   of   years,   but   every   three   and   four  months.  Moreover,   dealing  with   a  
supplier   halfway   around   the   cause   it   was   just   so   cheap   that   they   couldn't   help   it,   but  
considering  that  the  engineers  and  the  customer  base  were  in  the  U.S.,  they  preferred  to  
close  to  the  customer.    
   Another  reason  was  the  length  of  supply  chains.  Not  only  it  was  difficult  to  foresee  
the  new  customer  needs  and  rest  in  accordance  to  these  needs,  but  it  was  difficult  to  gain  
visibility   through   the   supply   chain.   More   precisely,   it   was   difficult   to   track   the   quality  
because  of  the  length  of  the  supply  chain.    
   Finally,   the   competitors   also   have   driven   a   lot   of   changes   into   the   appliance  
market.   The   sector   has  moved   to   upper   level,   from   offering   basic   commodities   to   high  
design  and  very  high-­‐quality  products.  Then,  GE  was  forces  to  react  to  those  changes  by  
???????????????????????????????????????????????????????????????????????????????????????????
do  something,  and  try  to  compete  in  the  old  way;  we  are  not  going  to  stay  in  the  game  for  
????????? ????  
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2. THE   PROJECT   according   to   James   Campbell   (GE   CEO  Appliances   and  
Lightning  unit)  
Results  
-­‐ Adding  1300  jobs  
-­‐ 1  billion  dollar    global  project  
-­‐ Affecting  27000  employees  
Goal  
1-­‐???????????????????????????????????????????????????????????  
-­‐How  fast  we  can  redesign,  change  things  
-­‐How  quickly  we  can  bring  product  to  the  market  
-­‐Instability  of  exchange  rates  
2-­‐?????????????????????????????????????????????????????????????????????????????  
2.1.    Market  Shift  
   ???????????????????????? ?????? ????????? ????????????????????????? ?????????????????
?????????????????????????????????????????????????????????????????????????????????????????????
fit  and  integrate  in  your  kitchen.    
???? ????????????????????????????? ???????????????????????????43  
  
2.2  Collaborations:  
Union  management  relations  
?????????????????????????????????? ????????????????????? ???? ????????????????  
                                                                                                                    
43  James  Campbell,  GE  CEO  Appliances  and  Lightning  unit  
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They  were  not  only  in  hand  of  ensuring  the  lower  wages  but  also  their  support  was  crucial  
to  the  workforce  attitude  towards  the  project.  
When  bringing  jobs  back  unions  agreed  that  GE  needed  workers  with  competitive  wage,  
new  workers  entered  the  company  with  lower  salaries  than  existing  ones.  
  
2.3. HOW  
   GE   realized   that   more   and   more,   the   product   is   the   process.   There   is   a   link  
?????????????????????????????????????????????????????????????????????????????????????
????? ? ????? ???????? ????? ??????? ????? ????? ?????????? ???? ???????? ???????????? ??? ????????
mean  tha???????????????????????????????????????? ?????????????????????????????????????????
world  that  are  close  to  markets.  We  are  never  going  to  give  up  on  trying  to  win  globally.  
But  most  products  today  have  this  incredible  linkage  between  how  they  are  designed  and  
???? ????? ???? ?????????????? ?????? ????????? ??? ??? ??? ???????? ???????? ????? ????????
?????????????????????????????????????????????????????????? ??????????  
   GE  had  to  undergo  also  an  internal  change  in   internal  organization.  The  company  
in  order  to  produce  in  a  lean  environment  had  to  leave  aside  the  six  sigma  management  
culture   in   which   the   company   had   relied   for   decades   and   take   the   approach   of   lean  
pioneered  by  Toyota  Motors  (the  Toyota  Method).  In  this  method  there  is  not  a  top-­‐down  
management   style   as   in   six   sigma  but   there   is   a   stress  on   staff   at   all   levels   to   focus   on  
raising  performance.  
  
2.4. Manufacturing  challenges  
   GE   used   to   work   on   project   with   a   very   defined   separation   line   between  
departments.  For  example    the  design  team  did  a  part  ,  then  manufacturing  did  their  part,  
engineering  did   their   part   and   finally   a   relevant   amount  of  hours   and  money  had   to  be  
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invested   in   the   project   so   that   the   three   ideas   fitted   together.   By   contrast   the   new  
????????????????? ???????????????????????????????????????????-­‐loc??????? ???????????????  
  
Big  room44  
   ?????????????????????????????????????????????????????????????????????????????????
???? ????? ????? ???????? ???? ?????? ????????? ?? ????????????? ???? ????????? ? ????? ??? ????
????????????? ?????? ??? ??????????????? ???? ???? ?????????????? ???????? ?? ?????? ?????? ????
there   is   an   inherent   understanding   that  moves   out  when   you  move   the  manufacturing  
out.  And  you  never  get  it  back.  
   ???? ?? ???????? ????? ??????? ?????????? ??? ??????? ????? ?? ?????? ??????? ??? ????
United   States   in   decades.   In   all   the   recent   years   the   company   had   been   tucking  water  
heaters   into  American  garages  and  basements,   it  had   lost  track  of  how  to  actually  make  
them.   Although   the   GeoSpring   had   been   conceived,   designed,  marketed,   and  managed  
from   Louisville,   it  was  made   in   China,   and,  GE   really  had   zero   communications   into   the  
assembly  line    in  China.  
   To  get  ready  to  make  the  GeoSpring  at  Appliance  Park,  in  January  2010  GE  set  up  a  
space  on  the  factory  floor  of  Building  2  to  design  the  new  assembly  line.  No  products  had  
been  manufactured   in   Building   2   since   1998.   An   old   GE   range   assembly   line   still   stood  
there;  after  a  feud  with  union  workers,  that  line  had  been  shut  down  so  abruptly  that  the  
GeoSpring  team  found  finished  oven  doors  still  hanging  from  conveyors  30  feet  overhead.    
   In  other  to  avoid  the  silo  effect  between  departments  that  has  so  highly  damaged  
????? ????????? ??? ???????? ???? ?????????????? ????????? ???? ???????? ???????????? ??? ???
?????????????????????????-­‐???????????????????????????????????????????????????????????be  
established.  GE  defines  lean  as  the  concept  that  everybody  associated,  dedicated  to  that  
                                                                                                                    
44  this  part  is  sourced  from  the  insourcing  boom,  the  Atlantic  2012  Charles  Fishman  
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???????? ????? ????????? ??? ?? ????? ??????????? ?? ????? ?????????????? ????? ???????????? ??????
they  launch  the  product  
   ???? ????? ?????? ???? ??????? ?????????? ????????? ??? ???? but   also   manufacturing  
engineers,   line  workers,   staff   from  marketing   and   sales,   no  management-­‐labor   friction,  
just  a  group  of  people  with  different  perspectives,  tackling  a  crucial  problem.  
3. THE  PRODUCT45    
The  GeoSpring  water   heater,   is   the   first   product   to   come  back   home   to   Louisville   from  
China.    
  
  
Source:  ecomagination.com  
   The  key  element  of  the  product  is  on  the  red  top  part  of  the  heater:  GE  has  put  a  
small  heat  pump  up  there,  and  the  GeoSpring  pulls  ambient  heat  from  the  air  to  help  heat  
                                                                                                                    
45  insourcing  boom  ,  Atlantinc  2012  by  Charles  Fishman  
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water.  As  a  result,  the  GeoSpring  uses  some  60  percent  less  electricity  than  a  typical  water  
heater.  (You  can  also  control  it  using  your  iPhone.)  
   The   GeoSpring   had   been   designed   at   home,   produced   abroad   and   had   been  
standard   for  years.   For   the  GeoSpring,   it   seemed  both  a  victory  and  a  vulnerability.  The  
GeoSpring   is  an   innovative  product   in  a  mature  category  and  offshore  production,   from  
the  start,  appeared  to  provide  substantial  cost  savings.  But  making  it  in  China  also  meant  
risking  that   it  might  be  overtaken  by  the  competitors.  And  so  in  2009,  even  if  they  were  
having   saving   with   the   offshoring   production,   the   team   at   Appliance   Park   started   to  
project  the  production  of  the  GeoSpring  back  in  Louisville  in  order  tu  ensure  its  continuity.  
  
4. GE  PROCESS46  
   ???????????? ????????????? ???? ?????????? ???????? ????????? ????? ?????????????? ?????
bring  the  product  back  to  the  U.S.  and  start  to  manufacture   it  the  same  way  that   it  was  
????? ??? ??????? ?????? ????? ???????? ???????? ???? ????? ????????? ??? ???? ?????? ???? ?????
import????????????????????????????????????????????????????????????????????????????????????
it   was   assembled   in   China   was   very   complex   and   very   dependent   on   the   skills   of   the  
workforce.  Moreover  it  was  a  very  time  consuming  process.  Secondly,  after  so  many  years  
of  reshoring  they  had  lost  the  capacity  to  produce  that  type  of  product  in  the  U.S.  Thirdly,  
there   was   a   very   important   lack   of   skilled   workers   that   could   do   the   most   delicate  
operations  in  which  the  quality  of  the  product  was  based.    
Once  GE  considered  these  three  factors  decided  to  follow  these  steps:  
   Firstly,  they  started  to  add  a  very  reduced  number  of  jobs  to  redesign  the  assembly  
line  before  taking  the  production  back  home.  GE  offered  60  jobs  and  received  a  massive  
response  from  the  people.  More  precisely,  GE  received  as  much  as  10,000  applications  for  
                                                                                                                    
46  insourcing  boom  ,  Atlantinc  2012  by  Charles  Fishman  
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these  60  job  positions.  This  was  a  positive  sign  for  GE  as  it  could  see  that  the  people  were  
supportive  with  this  risky  project  that  the  company  was  undergoing.  
   Then,  GE   focused  on  one  of   the   six  massive   factories   at   the  exisiting   complex   in  
Louisville,   and   built   a   water   heater   assembly   line.   It   worked   out   a   new,   lower-­‐wage  
structure   for   employees,   brought   in   experts   to   help   reduce   waste   and   time,  make   the  
production  more  efficient  while  reducing  costs.  
   A   month   later,   GE   began   producing   high-­‐end   refrigerators,   the   type   with   the  
bottom   drawer   freezer,   a   version   which   up   until   then   had   produced   in   Mexico.   Mike  
Chanatry,  the  head  of  manufacturing  for  GE  Appliances,  said  the  decision  to  bring  some  of  
the  manufacturing  back  to  the  U.S.  was  a  risk,  but  one  worth  taking.  He  said  that  GE  faces  
stiff  competition  from  LG  Electronics  and  Samsung,  two  new  up-­‐and-­‐comers  in  the  world  
of  appliances.  
   On  February  10  2012,  Appliance  Park  opened  an  all-­‐new  assembly  line  in  Building  
2,   largely  dormant   for  14  years,   to  make  cutting-­‐edge,   low-­‐energy  water  heaters.   It  was  
the  first  new  assembly  line  at  Appliance  Park  in  55  years,  and  the  water  heaters  it  began  
making  had  previously  been  made  for  GE  in  a  Chinese  contract  factory.  
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Source:  pressroom.geappliances.com  
   On   March   20   2012,   just   39   days   later,   Appliance   Park   opened   a   second   new  
assembly   line,   this   one   in   Building   5,   to  make   new  high-­‐tech   French-­‐door   refrigerators.  
The   top-­‐end  model   can   sense   the   size   of   the   container   you   place   beneath   its   purified-­‐
water   spigot,   and   shuts   the   spigot   off   automatically   when   the   container   is   full.   These  
refrigerators  are  the  latest  versions  of  a  style  that  for  years  has  been  made  in  Mexico.  
   Another   assembly   line   was   built   in   Building   3,   to   make   a   new   stainless-­‐steel  
dishwasher   starting   in   early   2013.   Building   1   is   getting   an   assembly   line   to   make   the  
trendy   front-­‐loading  washers   and  matching   dryers   Americans   are   enamored   of;   GE   has  
never   before   made   those   in   the   United   States.   And   Appliance   Park   already   has   new  
plastics-­‐manufacturing  facilities  to  make  parts  for  these  appliances,  including  simple  items  
like  the  plastic-­‐coated  wire  racks  that  go  in  the  dishwashers.  
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5. OUTCOME  OF  THE  PROJECT  
  
Manufacturing  
   The  GeoSpring  suffered  from  an  advanced-­‐???????????????????????????????????????
??????????????????????????????????????????????????????????????????? ?????????????????????
redesigned  it.  
-­‐ The  team  eliminated  1  out  of  every  5  parts.    
-­‐ It  cut  the  cost  of  the  materials  by  25  percent.  
-­‐ It  eliminated  t???????????????????????????????????????????? ??????  
-­‐ the   team   cut   the   work   hours   necessary   to   assemble   the   water   heater   from   10  
hours  in  China  to  two  hours  in  Louisville  
     By  considering  the  workers  who  would  have  to  put  the  water  heater  together  ,  in  
fact,  by  having  those  workers  right  at  the  table,  looking  at  the  design  as  it  was  drawn  was  
the  only  way  possible  to  achieve  these  improvements.  
Production  time  and  price  
   ????????????????????????????????????????????????????????????????????????????????????????
by  nearly  20  percent.  The  China-­‐made  GeoSpring  retailed  for  $1,599.  The  Louisville-­‐made  
GeoSpring  retails  for  $1,299.  
   Moreover,   the   FT  quotes   a  Harvard  Business  Review  article   in  which   Jeff   Immelt  
????? ????? ??? ?????? ????? ???????????? ????????????? ?????????   Park   teams   have   cut   the   time  
taken  to  build  a  dishwasher  by  68  percent.  These  are  very  interesting  news  for  GE  as  their  
ability  to  respond  to  the  market  needs  
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Time-­‐to-­‐market  
Before:  
   Time-­‐to-­‐market  has  also   improved,  greatly.   It  used   to   take   five  weeks   to  get   the  
GeoSpring  water  heaters   from  the  factory  to  U.S.   retailers   four  weeks  on   the  boat  from  
China  and  one  week  dockside  to  clear  customs.    
After:  
   Today,   the  water   heaters   and   the   dishwashers   and   refrigerators?move   straight  
from   the  manufacturing   bui??????? ??? ?????????? ??????? ?????????? ???? ?????? ???????????
???????????????????????????????????????????????????????? ?????????????????????????????
30  minutes.  
Employees  contributing  to  the  project  
   When   adopting   lean   approach  GE   CEO,   Jeff   Immelt  made   crystal   clear   that   lean  
was  going  to  make  a  positive  impact  in  job  positions  offered  to  contribute  to  the  project.  
?????????????????? ?????????????????? ????????????????????????????????????  
   Moreover,   all   the   different   activities   that   were   eliminated   because   of   lean,   the  
employers  were  not  laid  off  but  reintroduced  in  the  line  by  optimizing  another  part  of  the  
production  or   redesigning   some  port  of   the  product.  As   a   consequence,   lean  was  not   a  
way  of   reducing  direct   labor  but  of   improving   the  manufacturing  process   and  making   it  
more  efficient  and  competitive  in  the  market.  
   Surprisingly,  thanks  to  being  'lean',  employment  at  the  plant  was  expected  to  jump  
????????????????????????????????????????????????????????????????????????????????????????
forecasts.  
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Future  of  GE  Appliance  Park  
   Even  the  great  initial  results  of  GE  reshoring,  it  will  still  be  a  tough  go  for  GE.  About  
half  of  all  the  appliances  sold  in  the  United  States  are  imported.  Korean  competitors  like  
Samsung   and   LG   will   be   difficult   to   beat,   not   to   mention   Sweden's   Electrolux   and  
Whirlpool.    
   At   the  end  of  2011,  a  good  number  of   its  employees   ,  170,000  of  301,000   total,    
resided   in   countries   like   South   Korea,  Mexico   and   China.   Since   2009,   the   company   has  
created  13,500  new   jobs   in   this   country  with  11,000  of   them   in  manufacturing.  Overall,  
the  United  States  has  added  429,000  factory  jobs  in  the  past  two  years,  barely  replacing  a  
fifth  of  the  jobs  lost  during  the  recession.  As  a  result,  we  can  observe  that  GE  has  still  an  
important  dependency  on  offshoring  manufacturing.  
   ????????????????????????????????????????????????????????????????????????????????????
appliances   and   lighting   division   made   a   profit   margin   of   just   3.5   percent   last   year,  
?????????????????????????? ???????????????????????????????????????????????  
   As   GE   mentions,   this   is   a   tough   market   with   labor   making   up   a   significant  
percentage   of   the   production   costs.   Competitors   are   still   moving   production   offshore;  
Whirlpool   said   last   October   it   was   shutting   down   a   plant   in   Arkansas,   while   Electrolux  
closed  a  plant  in  Iowa  ?  both  moved  production  to  Mexico.  
   Appliance  Park  will  ended  the  year  2012  with  3,600  hourly  employees,  1,700  more  
??????????????????????????????????????????????????????????????????????????????????????????
many   assembly-­‐line   workers   in   a   decade.   GE   has   also   hired   500   new   designers   and  
engineers  since  2009,  to  support  the  new  manufacturing.  
   ????? ?????????? ????? ????? ??? ???????? ??? ????????? ?? ???? ??????? ??? ???????? ??? ?????
revenue  comes  from  products  made  in  the  United  States.  By  the  end  of  2014,  GE  expects  
??????????? ??? ???? ?????????? ??????????? ???????? ??? ????? ?????????????-­‐made  products  
like  dishwashers,  water  heaters,  and  refrigerators,  and  the  company  expects  that  its  sales  
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numbers  will  be  larger,  as  the  housing  market  revives.  This  is  a  risky  position  in  the  market  
??? ???? ????? ??????? ??????? ??? ???? ???? ????? ?????? ?????? ???????? ?????? ?? ???? ????? ?????
growth  and  market  share.  
   Finally,   manufacturing   employment   will   never   again   be   as   central   to   the   U.S.  
???????? ??? ??? ???? ??? ???? ?????? ???? ?????? ? provements   in   worker   productivity   alone  
??????????????????????????????????????????????????????????????????????????????????? ??????
The  assembly  lines  there  today  are  turning  out  almost  as  many  with  at  most  one-­‐third  of  
the  workers.  Technology  improves  and  now  labor  is  crucial  in  sectors  like  lean  or  design,  
whereas  before  they  were  the  essential  part  of  the  assembly  line.  
Conclusion  
   It  is  meaningful  that  GE  reshored  and  trusted  the  U.S.  manufacturing  as  it  is  a  role  
model   for   a   lot   of   companies   that   have   offshored   and   their   total   cost   of   ownership   is  
getting  more  and  more  closer  to  producing  in  the  U.S.  Even  if    these  are  good  news  for  the  
American  manufacturing,  we  have  to  analyze  further  this  decision.    
                    ???????????????????????????? ????? ??????????????????????????????? ???????????????????
park.  GE   is  currently  benefits   from  the  good  publicity  and  social  positive   impact  of  their  
decision.  Not  only  social  but  also  the  government  is  giving  $17  million  in  incentives.  Some  
critics  argue  that  GE  is  the  first  to  benefit  from  the  public  support  of  reshoring  more  than  
really  caring  about  the  future  of  GE  appliance.  A  great  example  of  that  is  GE  strong  public  
campaign  to  inform  and  communicate  their  reshoring  to  the  press  and  consumers.  
     ??????????????? ?????????? ???????? ???????? ????? ????? ????????? ???????? ???? ????????
division,   GE   Capital.   In   reality,   GE   is   currently   regarded   as   an   expert   to   minimize   tax  
liability  through  offshoring.  An  important  part  of  GE  is  still  offshored  and  it  is  going  to  stay  
?????????????????????? ?????????????? ??????????????????????????????????????????????????????
the  U.S.,   there  will  be  no   taxes  applied.  This   regulation   incentives   companies   to   remain  
overseas  and  their  real  motivation  to  reshore  becomes  somehow  undefined.    
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VI. SUMMARY 
RESHORING:  A  CHALLENGING  TREND  
   Reshoring,  as  observed  is  a  very  complex  trend  influenced  by  a  significant  number  
of  factors  that  makes  its  survival  still  a  mystery.  Reshoring  is  still  very  new  to  the  American  
??????????????? ???? ?????? ?????? ??? ???????????? ???? ???????? ????????? ??????????? ???????
???????????????????????? ????????????  
   In  2011  there  was  some  talk  about  reshoring,  others  said  that  is  was  just  a  sign  of  
???????? ???????? ?????? ???? ????? ?????????? ???? ?????? ???? ?????? ???????????? ?????? ???? ???
doubt  that  reshoring  was  a  reality  and  more  and  more  companies   have  followed.  When  
reshoring   started   to   reaffirm   itself   as   an   established   tren??? ??? ???????? ??? ?????? ??????????
attention  and  conseque?????????????????????.  
   Even  so,  this  is  currently  in  the  early  stage  of  the  trend.  There  is    little  sign  of  the  
multiplier  effect  that  many  economists  have  predicted.  By  contrasts  there  is  evidence  of  
the   positive   outcome   of   a   significant   number   of   companies   that   have   reshored.A   great  
???????????????????????????????????????????????????????????????????????????????????????
and   also   increasing   their   market   share.   The   public   institutions   are   also   supporting  
reshoring.  More  precisely,  government  is  currently  subsidizing  companies  to  reshore.    
   A   critical   question-­‐   Does   the   establishment   of   reshoring   imply   the   dismissal   of  
offshoring  as  an  option  for  companies.  Definitely  not.  Offshoring  will  still  be  present  in  the  
majority  of   companies  but   companies  will   practice   it  much  more   selectively.  Companies  
are   currently   scrutinizing   each   decision   much   more   these   days   than   during   the   last  
decade.   The   massive   and   sometimes,   unnecessary   offshoring,   the   rising   costs,   and   the  
awareness   of   hidden   costs   and   risks   have   caused   companies   to   carefully   analyze   the  
threats  and  possibilities  before  offshoring.  
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Reasons  to  reshore  
As  previously  stated  the  main  reasons  to  reshore  are  the  following:  
-­‐ Cost  increase  (labor,  raw  material,  energy,  transportation)  
-­‐ Reduce  Inventory  
-­‐ Supply  chain  visibility  and  quality  
-­‐ Need  of  design  and  R&D  to  be  close  to  manufacturing    
-­‐ Increased  responsiveness  to  market  changes  
-­‐ Political  instability  and  Intellectual  property  violation  
Listed   below   there   are   different   elements   previously   analyzed   that   ??????? ????????????
impact  and  its  future  continuity:  
  
Rising  costs  boosting  reshoring  
   The   rising   costs   (raw   materials   ,   labor,   etc)      in   China   are   worrying   a   lot   of  
companies  as  they  see  their  profit  margins  shrinking.    Not  only  the  rising  cost  but  also  the  
foreign   currency   exposure   is   a   considerable   issue   to   take   into   consideration.   The  
appreciation  of  the  renminbi  is  currently  rising  at  a  4%  per  year.  A  continuous  appreciation  
would  severely  damage  U.S.  exports  and  Chinese  competitiveness.    
   All  of  the  costs   that  concern  U.S.  manufacturers  are  not  only  affected  by  ????????
economy   but   also   due   to   global   trade   demand.   A   great   example   is   the   rising  
transportation   costs   due   to   oil   price   and   growing   risks.   It   is   become   more   and   more  
dangerous  for  carriers  to  transport  goods,  since  terrorist  actions  are  increasing  a  lot.  Apart  
from   the   terrorist   action   there   have   been   several   important   accidents   of   ships   loosing  
important   amounts   of   containers.   All   this   factors   are   essential   drivers   that   raise   the  
transportation  costs.  
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   As  a  consequence,  it  is  observed  that  in  terms  of  costs  there  is  no  sign  that  things  
are  about  to  change  shortly,  so  all  evidence  indicates  that  prices  are  going  to  continue  to  
rise   causing      the   competitive   position   of   offshore   companies   to   be   less   advantageous  
comparing  with   their   American   competitors.   These   are   important   drivers   for   reshoring.    
Rising   costs   and   instability   are   some   of   the  major  worries   of   executives  when   deciding  
where  to  locate  plants,  or  source  production.  
Employing  obstacles  
   From   2010   to   2012,   520,000   manufacturing   jobs   have   been   added.   From   the  
previous   total   amount   50,000   come   from   overseas.   In   other   words,   the   impact   of  
reshoring   in   terms   of   jobs   is   still   limited.      The   reason   why   there   is   such   a   moderate  
increase   in   jobs   is   because  when   companies   reshore   production,   their   plants   are   highly  
automated  and  a  lean  environment  is  established.    As  a  consequence,  the  six  million  jobs  
that  the  U.S.  gave  up  in  2001  are  not  likely  to  come  back,  at  least  not  in  the  same  way.  
U.S.  labor  
   There   is   an   important   lack   of   skilled   workers   in   the   U.S.      There   are   two   main  
reasons  that  have  caused  this  gap.  Firstly,   it   is  socially  considered  a  negative  decision  to  
undergo   a   manufacturing   professional   career.   Secondly,   there   is   an   important   lack   of  
training  programs.  Big  corporations  are  not  training  anymore  so  medium  sized  companies  
are  starting  to  establish  partnerships  with  colleges  to  cover  this  gap.  Society  is  dismissing  
the   fact   that   current  manufacturing   jobs   require   IT   knowledge,   as  well   as   software   and  
machinery  skills.  As  Mr.  Harry  Moser  stated????????????????????????????????? ???????????-­‐
???????????  
Chinese  labor  
   Focusing   on   the   situation   of   the   labor   in   China,   some   factors   are   critical   to  
understand  the  need  of  reshoring.  Currently,  Chinese  workers  experience  a  salary  increase  
of  about  9%  a  year.  At  he  same  time,  the  majority  of  the  workers  have  no  attach  with  the  
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company   nor   the   region   where   the   company   is   located.   This   employees   are   known   as  
????????? ?????????? ???? ???????? ???????? ???? ??????? ??????????? ??? ??????? ?????????? ????
improved   allowances.   In   order   to   improve   the   job   retention   offshored   companies   are  
trying  to  examine  how  best  to  structure  benefits  packages  to  assist  them  and  ensure  their  
retention.  Even  so,  this  efforts  have  proved  not  to  be  very  efficient  .Apart  from  the  non-­‐
qualified  workers,  high  executives  are  also  very  difficult   to  retain.   It  has  been  registered  
that  high-­‐executives  receive  offers  to  be  hired  by  other  companies  with  salary  increases  of  
about   40%.  Moreover,   high-­‐executives   are   paid   less   than   other   employees  with   similar  
profiles  in  Europe  and  the  U.S.,  so  many  of  these  employees  seek  to  move  out  from  China.    
  
Supply  chain  ?  Pricing  issues  
   While  is  it  true  that  by  reshoring  a  lot  of  risk  in  our  supply  chains  is  hedged,  it  is  not  
that  easy  as  it  may  seem.    If  we  consider  a  plant  that  manufactures  in  China,  for  example,  
and   that   plant   produces      5   products   there.   If   the   company   decides   to   reshore   two  
products  because  these  products  are  mainly  sold  in  the  U.S.  what  do  we  do  with  the  rest  
of  products?    
   If   the  remaining  products,   for   instance  are  mainly  produced  to  serve  the  Chinese  
??????????????????????????????????????????????????????in  overseas.  But  what  if  these  five  
products  have  a  10%  of  common  parts?  If  we  reshore  two  lines,  these  products  are  going  
to  be  on  a  competitive  disadvantage  in  price  due  to  quantity  discounts  when  finding  new  
supplier   in  the  U.S.  At  the  same  time,  the  remaining  lines   in  China  may  be  affected  by  a  
price  rise  due  to  the  reduced  purchased  quantity.  
     Another  option  is  to  reshore  the  two  lines  product  and  still  get  the  common  parts  
for  the  5  lines  from  the  same  supplier  in  China.  Then,  some  of  the  parts,  would  be  sent  to  
the  U.S.  in  order  to  serve  the  reshored  lines.      
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   As   a   consequence,   there  might   still   be   the   same  problem   involving   supply   chain  
disruption   risk   and   high   safety   stocks   of   these   offshored   parts   companies  will   likely   be  
dependent,   to  a   lesser     degree,  on   the  overseas  supply  chain  and  unprotected   from  the  
possible  risks  that  long  supply  chains  imply.      
   In  conclusion,  one  can  observe  that  it  is  not  that  simple  to  reshore  one  product,  as  
companies  have  complex  systems  that  are  interdependent  among  each  one  of  the  units.  
  
?????????????  
   It   is  an  undeniable  fact  that   is  a  good  marketing  strategy  to  claim  out   loudly  that  
the   product   that   a   ???????? ??? ?????????? ??? ?????? ??? ?????? ???? ??? ???????? ????????
responsive  to  our  claim?    
   ???????????????????????aim  that  one  of  the  main  challenges  is  to  make  the  consumer  
understand  the  importance  of  the  product  being  produced  in  the  U.S.  for   its   impact   into  
economy   and   American  manufacturing.  Moreover,   it   is   even  more   difficult   to   persuade  
the  consumer  to  give  a  little  extra  preference  to  these  products  even  if  they  are  at  a  price  
disadvantage.   Price   is   still   the   major   reason   on   which   consumers   base   their   shopping  
??????????? ??? ???? ????? ?? ??? ?????????????? ????? ?????? ?????? ??? ????? ?????? ??? ???????  
difference  advantage  compared  with  their  Chinese  competitors.  The  problem  is  that  a  in  a  
lot  of  products  it  is  difficult  for  the  customer  to  appreciate  this  quality  as  a  result;  they  are  
reluctant  to  ??????????????????????????  product.    
   In   conclusion,   there   is   a   very   positive   reaction   from   the   customer.   Currently   the  
?????? ??????????????? ??   ??????????? ?????????? ??????????????????????? ????????????????
that  customer  attention  is  very  different  from  customer  responsiveness.  
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Type  of  product  
   The   challenges   and   viability   of   reshoring   varies   a   lot   depending   on   the   type   of  
product  that  is  being  reshored.    More  precisely,  it  depends  on  the  volume  that  we  will  be  
manufacturing   (short   runs   vs.   long   runs)   and   also   the   complexity   of   the   product  
(commodity   vs.   specialized   product).      The   longer   the   runs   are,   the  more   advantage   the  
Chinese  plants  have  due  to  its  lower  fixed  costs  and  labor  costs.  Moreover,  the  simpler  is  
the  product  the  easier  to  be  copied  and  competition  will  be  on  price  and  not  quality.    
   Even   if   in   the   worst   of   all   scenarios   previously   commented   reshoring   is   still  
possible.  A  great  example  is  the  Even  Wham-­‐O  Inc.,  the  maker  of  iconic  Frisbees  and  Hula  
Hoops  that  moved  production  from  China  to  California  and  Michigan.  
As  Mr.  Harry  Moser  (President  of  the  Reshoring  Initiative)  said:  
????? ?????? ???? ????? ?? ????? ????? ?? ???????? ???? ???? ?????? ???? ????? ?????????? ?????
California  or  Michigan.  If  we  ca??????????? ???????????????????  
  
Manufacturing  in  the  U.S.  
   Most   of   the   hidden   challenges   when   considering   reshoring   are   related   to   the  
actual  manufacture  of   the  part.  When  companies   consider   to   reshore  one  product   they  
may  not  take  into  consideration  the  amount  of  time  that  this  product  has  been  fabricated  
overseas.   In     other  words,   technology  advances  a   lot  and  depending  on  how   long  ago   it  
was  offshored,  chances  are  that  there  is  no  immediate  manufacturing   infrastructure  and  
skilled  labor  to  produce  it   in  the  United  States.  Some  companies  have  to  relearn  how  to  
make  their  product.    
   In   most   of   the   cases,   companies   have   to   redesign   the   product   in   order   to   be  
fabricated  in  the  U.S.  The  way  that  is  fabricated  in  China  is  usually  very  labor-­‐intensive  and  
it  is  not  usually  very  optimized.  Continuing  with  manufacturing,  companies  have  to  adopt  
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lean   in   order   to   be   price   competitive  with   the   overseas   competitors.   It   is   important   to  
note   that   if   U.S.   companies   try   to   produce   the   same   product   following   the   same  
manufacturing   process,   ???? ???????? ?????? ??? ???????????? ??? ?????? of   price.   On   the  
contrary,  if  they  adopt  up  to  date  lean  manufacturing  technology  the  company  can  ensure  
producing  competitive  products  by  making  the  whole  plant  more  efficient.  
Skilled  labor  
   One  of  the  major  concerns  when  reshoring   is  to  have  access  to  skilled   labor.  The  
degradation   of   the   American   manufacturing   is   currently   not   permitting   the   U.S.   to  
produce  a  lot  of  basic  products  as  it  has  been  sending  all  its  infrastructure  overseas  for  the  
last  two  decades.  Contrary  to  what  we  might  think,  it  is  much  more  difficult  to  find  skilled  
labor   for   big   volume   commodity   products   than   for   specialized   product.   The   problem   is  
that   the  average  salary  of   the   labor   in  charge  of   really  basic  operations   in   the  assembly  
line   is  much  higher   than   in  China.  Apart   from   the  ??????? ????? ???? ??????????????????????
have   the   necessary   skills   to   be  part  of   the   assembly   line.   As   commented  by  Apple   CEO  
when   asked   if   he   was   planning   to   reshore   any   products,   he   answered   that   it   was  
extremely   difficult   to   put   together   10,000   people   in   one   week   who   will   start  
manufacturing  an  iPhone.  
When  and  Where  
When  
The  level  of  readiness  is  a  critical  issue  for  deciding  when  to  reshore.  There  are  four  main  
elements  to  be  measured  in  order  to  determine  this  level  of  readiness:  
-­‐ Capacity:   the   company   has   to   ensure   that   in   the   new   location   will   enable   to  
produce  the  same  amount  of  product,  or  if  additional  shifts  should  be  considered.  
-­‐ Experience:   the  experience   in  managing   large  projects  or   in   ramping-­‐up   the  new  
reshored  operation.  
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-­‐ Demand:   In   the   new   location   the   demand      of   the   product  will   be   affected?  Will  
customers  still  be  loyal  to  the  product  if  its  price  increases?  
-­‐ Skilled  labor:  manufacturers  reported  that  they  had  a  need  to  fill  certain  important  
skill  gaps  after  reshoring.  
  
Where  to  reshore  
              The  main  criteria  used  to  choose  a  location  to  reshore  is  based  on  advantaged  skilled  
labor,  supply  chain  ecosystem  synergies,  and  proximity  to  customers  However,  there  are  
some   factors   like   network   externalities   and   the   maturity   of   the   existing   business  
ecosystems  that  are  very  difficult  to  measure.  
              Not   only   direct   elements   should   be   considered   but   also   indirect.   It   is   crucial   for  
companies  to  negotiate  and  research  state  economic  development  programs.  At  the  same  
time,  the  relations  and  agreements  with  unions  are  a  basic  element  to  ensure  the  success  
of  the  reshoring  process.  
  
  ????????????????  
                  There   are   some   industries   that   are   not   likely   to   ever   come  back   to   the  U.S.   These  
industries   are   very   labor-­‐intensive   like   the   textile   Industries.   These   industries,   with   the  
rising  costs  in  China,  are  going  to  look  for  the  next  low-­‐cost  countries.  Some  examples  are  
Vietnam,   Indonesia,   Bangladesh   or   Malaysia.   Even   though,   these   countries   are   highly  
influenced  by  Chinese  business  which  could  complicate  foreign  direct  investments.  
                Apart  from  Asia,  currently  Africa  is  under  the  spotlight.  There  are  several  reasons  why  
Africa  could  become  the  next  frontier.  Africa  is  made  up  of  54  countries  with  a  combined  
GDP  of  over  two  trillion,  a  population  of  more  than  one  billion,  a  mobile  market  growing  
at  over  100  per  cent  and  a  growing  trend  towards  IT  adoption  and  IT  outsourcing.  
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                More  precisely,  by  2040  the  continent   is  projected  to  have  a   larger  workforce   than  
China  or  India,  totaling  more  than  1.1  billion  people.  The  current  trajectory  suggests  also  
that   the   African   middle   class   will   grow   to   1.1   billion   (42%)   in   2060.   Even   though,  
??????????????? ???? ??????? ?????? ??? ??????? ???? ????????????? ????? ?????? ?? ???? ??????????
Moreover,  models   should  be   studied   in  order   to  offer  products   that  are   in   the   range  of  
possibilities  of  the  new  African  middle-­‐class.  
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VII. CONCLUSION 
           Reshoring  is  a  trend  that  has  become  relevant  at  a  very  slow  peace.    Signs  appeared  
right   after   the   2008   economic   collapse.   Some   economists   attributed   the   reshoring  
evidences   to   the   simple   consequences   of   the   U.S.   economy   revival,   after   its   collapse.  
Then,  more  companies  started  to  follow  and  big  consulting  firms   like  BCG  and  Mckinsey  
dedicated  their  efforts  to  study    these  operations.  Reshoring  went  from  a    hypothesis  to  a  
trend.         Many   initiatives   started   to   support   the   trend.   An   excellent   example   is   the  
Reshoring  Initiative  founded  by  Harry  Moser47.  These  initiatives  have  supported  reshoring  
and   promoted   its   benefits   at   business   gatherings,   trade   shows   and   professional  
associations.   Also,   reshoring   got   the   U.S.   government??? ?????????? ??? ???? ????????????
?????????????????????????????????????????????????Definitely,  Reshoring  has  gone  from  a  
startup    trend  to  a  an  established  concept. 
              Not   all   the   outcomes   of   this   concept/idea/program   are   good   for   the   trend   and   its  
actual  purposes.     Many  companies  are  using  reshoring  as  a  way  catch  press  attention  or  
?????? ??????????????????? ?????????  is  the  case  of  GE.  Some  critics  argue  that  GE  spent  
the  same  amount  of  money  on  reactivating  the  plant  that  on  the  publicity  associated  with  
their   reshoring.   This   tendency   is   of   concern   because   some   might   follow   reshoreing,  
searching  for  the  same  attention  and  paying  less  attention  to  the  possible  consequences  
of   the   operation.   At   the   same   time,   the   government   has   been   offering   economic  
incentives   to   those   companies   that   have   brought   jobs   and   production   back   to   the   U.S.    
The  question  is  ?  Will  companies  still  reshore  if  there  are  no  economic/financial  incentives  
available,  only  social  incentives?  
                The   different   operational   challenges   when   are   analyzed  when   reshoring.   There   are  
some  less-­‐measurable  aspects  that  should  also  be  considered.  The  reshoring  trend  is  now  
significantly  related  to  the    ???????????????????????.    As  a  consequence,  it  is  attempting  to  
ride  the  patriotism  ideal.  It  is  very  difficult  to  measure  the  actual  drivers  of  the  reshoring  
                                                                                                                    
47  Harry  Moser,  President  of  the  Reshoring  Initiative  
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decision.If  the  economic  and  operational  impact  is  not  objectively  analyzed,  the  reshoring  
operation   can   be   jeopardized.   For   example,   this   could   be   one   of   the   problems   of  
Lincolnton   Furniture   that   closed   down   one   year   after   announcing   its   reshoring   at   the  
?I???????????????????????????????  
                  ???????? ????????? ??? ????? ?????????? ???????? ?????? ???? ????? ?????????????? ??? ????
industries.  Each  industry  has   its  own  needs  and  for  example  a   labor-­‐intensive  industry  is  
not   likely   to   even   consider   reshoring   as   it  will   continuously   search   for   low-­‐cost   country  
environments.   Moreover,   this   same   situation   can   be   observed   on   different   products  
offered  by  the  same  company.  Their  agreeableness  to  reshore  will  depend  for  example,  on  
where  the  location  of  customer-­‐base  is  of  that  product.  And,  also  what    is  the  strategy  of  
the   company.   ??????? ????? ?????????? ??? ???? ?????????? ???? ??? ??????? ???? ????? ???? ??????
company.  
                Reshoring  has  to  be  thoroughly  considered.  While   is   it   true  that  reshoring  can  bring  
many  benefits   to   a   company,   it   cannot   satisfy  every   industry??   needs.  Most      important,  
companies   should   take   into   consideration   that   their   success   is   highly  dependent  on   the  
support   of   the   whole   economic   environment   and   on   ???? ?????????? ??????????   with  
manufacturing  operations.     Along  with  the  previous  considerations,  Reshoring   is  a  trend  
that   is   here   to   stay.   As   the   surveys   of   BCG   and  other   consulting   firms   show,  more   and  
more  executives  are  considering  reshoring   in  the  near   future.  The  more  companies   that  
implement  reshoring,  the  more   information  will  be  available  about  obstacles,  challenges  
and  hidden  threats.     
                Reshoring   is   a   great   opportunity   for   a   lot   of   companies   that   need   to   re-­‐position  
themselves  in  the  market,  to  stand  on  a  more  solid  and  less  risky  base.  Manufacturers  are  
ready,   the  U.S.  Government   is  more  and  more   supportive  and  Americans  are  also  more  
cautious  of  the  quality  and  origin  of  the  products  that  they  are  consuming.     Reshoring  is  
possible.   It   is   with   companies   strategic   direction   and   the   global   capitalize   on   economic  
??????????????????????????????????????????  and  willingness  to  coperate.  
RESHORING  
INTM  597        Special  project    
  
115  
  
VIII. SOURCES 
Websites  
-­‐ BCG??????????????????????:    
www.bcgperspectives.com  
-­‐ BCG  Reshoring  surveys    
-­‐ www.bcg.com/media/PressRelease  
-­‐ Bloomberg:  Foxconn  
www.bloomberg.com/newsl  
-­‐ Modern  Distribution  Management:  Reshoring  trend  
  www.mdm.com/blogs  
-­‐ Chinadaily  
www.europe.chinadaily.com.cn/business  
-­‐ Yahoo  finance  
www.finance.yahoo.com/news/reshoring  
-­‐ Marketwatch:  Supply  Chain  trends  
www.marketwatch.com/story  
-­‐ Timesfreepress:Onshoring  
www.timesfreepress.com/news  
-­‐ MFG:  Manufacturin  jobs  
www.timesfreepress.com/news/2014  
-­‐ Deloitte  on  Africa:  
www.deloitte.com/assets/Dcom-­‐SouthAfrica  
-­‐ Invest  in  Kenya  
www.investinkenya.com  
-­‐ Nigerian  Investment  Promotion  Comission  
www.npic.gov.ng  
-­‐ Atlantinc:  Insourcing  boom  
www.theatlantic.com/magazine  
-­‐ Total  Cost  of  Ownership  
www.wikipedia.com  
RESHORING  
INTM  597        Special  project    
  
116  
  
-­‐ Washington  Post:  Manufacturing  come  back  
www.washingtonpost.com/blogs  
-­‐ Reshoring  Initiative:  
  http://www.reshorenow.org/why_reshore/  
-­‐ The  Global  Manufacturer,  Industry  Week:  Job  shortage  
www.industryweek.com/blog  
    
Papers/Articles  
-­‐ China  Aktuell  ,The  Journal  of  Current  Chinese  Affairs,  Wang  Dong,  2010  
-­‐ JLJ  group,  China  market  entry  Handbook,  2013  
-­‐ Eurochinajob,  Employee  retention  in  China,  December  2010  
-­‐ AT  Kearney   ,Solving  the  Reshoring  dilemma,  Partick  van  den  Bossche,  
January  2014.  
-­‐ Continental   Economics,   The   Economic   Impacts   of   U.S.   Shale   Gas  
Production    on  Ohio  Consumers,  January  2012  
-­‐ PrimeAdvantage,  Group  Outlook  survey,  March  2013.  
-­‐ PWC,  Going  beyond  reshoring  to  right-­‐shoring,  September  2013  
  
Books  
-­‐ ReMaking   America,   The   State   of   American   Manufacturing,   Richard  
McCormack,  2013  
-­‐ ReMaking   America,   Reshoring:   Turning   a   Trend   Into   a   Torrent,   Harry  
Moser,  2013.  
  
  
